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1 out of every 6 men at Okonite 











inspect or test ELECTRICAL CABLES 


One man out of every six at Okonite is engaged in 
testing and inspection. This remarkably high ratio rep- 
resents a program of testing and inspection that is prob- 
ably stricter than that of any other heavy industrial 
manufacturer in the country. 

Okonite cables are carefully checked at every stage of 
manufacture. Individual conductors . . . insulation .. . 
protective sheath . .. each component of an Okonite cable 
must measure up to exceptional standards. Likewise, each 
step of the assembly process is closely controlled. And 
when finally finished, every foot of cable made by Okon- 
ite’s strip insulating process must undergo super voltage 
a-c and d-c tests that are the most severe in the entire in- 
dustry. 

This thorough testing and inspection policy has helped 
earn Okonite’s reputation for high quality electrical cable 


... another reason why Okonite cables are being increas- 
ingly demanded in the fields of transportation, communi- 
cation, public utilities, heavy industry, and many others. 
The Okonite Company, Passaic, New Jersey. 
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Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 166 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 17 


PREFERENCE STOCK 

4.56% CONVERTIBLE SERIES 

DIVIDEND NO. 13 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

281, cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able July 31, 1951, to stock- 
holders of record July 5, 1951. 

Checks will be mailed from 
the Company's office in Los 
Angeles, July 31, 1951. 


P.C. HALE, Treasurer 
June 15, 1951 
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ical Fund 


A Prospectus describing the Come 
pany and its shares, including 
the price and terms of offer- 
ing, is available upon request. 


F. EBERSTADT & CO. INC. 


39 Broadway New York City 











DIVIDEND NOTICES ie 
DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid Aug. 1, 1951, 
to stockholders of record July 23, 1951. 
“A” COMMON and VOTING 
COMMON: A quarterly dividend of 
30 cents per share on the “A”? Common 
and Voting Common Stocks will be paid 
Aug. 15, 1951, to stockholders of record 
July 23, 1951. 

A. B. Newhall, Treasurer 
Demnioon Mlanupachuving So. 


Framingham, Mass. 
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The Trend of Events 


WHO WANTS INFLATION? ... There is little if any 
doubt that the Defense Production Act will be ex- 
tended in one form or another but there is, at least 
at this writing, considerable doubt whether the form 
of extension will be in the interest of the nation. 
Congress can hardly abrogate the whole system of 
emergency controls, which would be a fatal mistake. 
But the Washington spectacle during the past few 
weeks has been anything but inspiring. The actions 
of the congressional committees charged with fram- 
ing control legislation can only be described as irre- 
sponsible. What they are doing is not the way to 
legislate. It is legislation by impulse, frequently mis- 
guided impulse, rather than by mature consideration. 

While we may disagree about the need to tighten 
the D.P.A. as proposed by the President, we disagree 
even more about the wisdom of undue relaxation of 
existing controls. Inflation has already cost us dearly 
and it would be foolhardy to risk more of it. For 
instance, the Maybank amendment which would bar 
any future rollbacks, if written into law would not 
only undo a lot of hard and constructive work done 
by the Office of Price Stabili- 


tive efforts are conspicuous not as determined at- 
tempts to cope with the inflation threat but as efforts 
to give the President as little of what he has asked 
for as can be granted without completely flouting 
public opinion which—it must be thoroughly under- 
stood—favors anti-inflation controls if only because 
the public has been hard hit by inflation and is angry 
and bitter about it. Obstructionist legislators might 
do well to note this. 

Thus the Maybank amendment will hardly sit well 
with the public. It merely shows how far the con- 
gressional committees are willing to wander off the 
reservation in what appears a double-barreled rebuff 
to the White House. The same can be said in respect 
to their action concerning consumer credit—a flag- 
rant intrusion of the field of the Federal Reserve 
Board and an obvious yielding to pressure groups. 

The case of course is not all white and all black. 
The Administration has done a good many things to 
invite a rebuff. At no time has it shown the political 
courage that it has demanded of Congress. It has 
followed the main line laid down by labor leaders 
and has been quite meticulous 





zation but it would actually 
pave the way for more infla- 
tion. None of the regulations 
at which the amendment is 
aimed is perfect; there is no 
such thing anyway. But at 
least they are designed to 
establish a fair and equitable 
basis for the control of prices 
—the urgent need today. 
Right now, current legisla- 


“What's 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


in its effort not to antagonize 
the farm bloc. But this should 
be no excuse for political 
timidity and lack of states- 
manship on the part of Con- 
gress whose responsibility is 
a matter between it and the 
public rather than the White 
House, at least in this particu- 
lar situation. 

Fortunately inflation is 
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presently cnecked but this may be no more than a 
lull unless proper control measures remain in effect. 
If inflation gets away from us again, it will wreck 
our savings and ruin our economy—the easiest vic- 
tory the Kremlin could ask for, as the President 
has aptly put it. 

This is true enough, yet Congress keeps dawdling 
and some of its committee amendments are an open 
invitation to higher prices. One might well ask: Who 
wants inflation? For such action seems to deny the 
assumption that everyone regards inflation as an 
evil to be avoided with the most strenuous efforts. 
Instead it is becoming more and more apparent that 
many groups will not voluntarily yield up the small- 
est opportunity to gain advantages over others, at 
the expense of the national welfare. This may be 
shocking, but true. 


The public has a right to demand that Congress 
enact legislation dealing not with politics but with 
the economics of inflation. It should extend the 
Defense Production Act without delay, preferably 
in its present form though not necessarily for two 
years. If it insists on changes, these should be con- 
sidered more fully. In that event, a short term exten- 
sion would provide time for second thought. But 
there should be no emasculation of needed controls. 


FEDERAL JOBHOLDERS .. . Taxpayers curious to know 
where their money goes might, among other things, 
take a look at the rapidly growing Federal payroll 
which has now soared beyond the war-time peak of 
$8.3 billion. The reason of course is the great bal- 
looning of Federal agencies during the past year. 
Jobs have been handed out at the rate of almost 
1,500 a day since the Korean fighting began, with 
close to half a million persons hired in the last year, 
not including the increase in the armed forces. 

As of April 30, there were about 2,410,000 persons 
getting paychecks from Uncle Sam, and by June 30 
the total should be around 2,510,000. Of the latter, 
1,265,000 will be civilian employees in the military 
departments, and 1,250,000 employed in other Gov- 
ernment departments. The total compares with 1,- 
966,448 on June 30 last year, and with 3,769,646 on 
June 30, 1945. At that date, civilian employment 
outside of the military departments was 1,135,571 
or less than today. Most U. S. budget experts expect 
that Federal civilian employment will reach the 
three million mark by July 1, 1952. That would bring 
us close to the World War II peak. It also would 
mean that one in every twenty wage earners would 
be holding a job with Uncle Sam. 

All these figures exclude of course the uniformed 
personnel of the armed forces, just as they exclude 
the millions who receive some income from the Fed- 
eral Government in the form of pensions, social 
security payments or other benefits. 

It is said that Congress has its axes whetted to 
cut down the personnel budgets of all non-defense 
agencies. If true, that would be good news, and high 
time at that. The need for some of the personnel 
expansion that has occurred is not convincing. In 
some departments, featherbedding and inefficiency 
is rampant. Frequently the trouble is where to put 
all the new workers, and how to keep them busy. 

A 10% cut in personnel budgets of six Federal 
agencies was voted overwhelmingly by the Senate 


recently and the House has approved more drastic 


cuts for many departments. This is in sharp con- 


trast to past custom when emergency defense bud- | 


gets have gone through Congress virtually un- 
scathed. Henceforth, we hope, they will be subjected 
to closer scrutiny. 

There are several reasons why the Federal payroll 
soared past the war-time peak within ten months 
after the outbreak of the Korean fighting. One is 
inflation; the pay of the average worker has gone 
up from $2,700 in 1945 to $3,660 today. Another is 
that the number of civilians in Federal employment, 
exclusive of those in the military departments, did 
not taper off after VJ-Day. There was, in fact, an 
increase as already pointed out. 

Today, expansion is the word. President Truman’s 
newest military budget contains a request for funds 
to hire more than 440,000 more workers in the 
Defense Department. But the military is not alone. 
While it grows most, others also join the parade. 
Labor, Justice and others are adding to their staffs. 
We hear even the Indian Claims Commission, rather 
removed from the war emergency, has increased its 
staff and so has the National Gallery of Art. It must 
be contagious. Wholesale hiring, and extravagant 
use of manpower, goes right on in spite of an aroused 
Congress. Congress should make up its mind and 
stop it, if necessary by putting ceilings on the hiring 
for non-defense jobs. 


DIVIDED FRANCE... Despite efforts to place the best 
possible interpretation on the outcome of the French 
elections, it must be obvious even to the superficial 
observer that nothing has been settled. The same 
chaotic political situation which has prevailed since 
the end of the war is being projected into the indefi- 
nite future. 

Much has been made of the fact that the comu- 
nists lost some seats, and perhaps not enough of the 
fact that by polling some five million votes, a quarter 
of the total, they remain the strongest single party 
in the country. Their loss of ground in terms of seats 
was probably due more to the change in the election 
laws than to a numerical loss of ballots. These chan- 
ges were designed to favor the center parties. 

As it is, the old Third Force now has it within its 
power to form a government, with the center of 
gravity slightly to the Right, but it won’t be easy. 
Nor will it be a solid government because such a 
coalition, whatever its leadership, lacks the cohesion 
to produce genuine stability. The communists re- 
main a power to be reckoned with. The de Gaullists 
have become the most powerful party in the country 
and may prefer to remain in opposition despite the 
disadvantage of having to offer nothing but obstruc- 
tionism. And as to the Third Force itself, these 
parties which grouped themselves into six main 
headings for the campaign, will again split up into 
numerous subdivisions united in little except their 
opposition to the communists and de Gaulle. 

Above all, the elections make clear the magnitude 
of the forces arrayed against the center coalition, 
and this is what makes the outlook potentially grave. 
It shows that all that happened since 1946 has not 
disillusioned the great portion of the French popu- 
lation which would put France in subjection of 
Soviet ideals and Soviet power. 
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BY ROBERT GUISE 


REAL TRUCE OR TRAP? 


7 for peace, we can be sure, was not the 
guiding motive behind Mr. Malik’s cease-fire pro- 
posal and it is therefore essential that the West 
treat it with the utmost skepticism. Past Russian 
double-dealing and double-talking justifies no other 
course. More likely, if the Kremlin wants peace in 
Korea at all, it does so in order to be free to muddy 
the waters elsewhere, pos- 
sibly in such places as Iran 
where things are getting 
from bad to worse and a real 
opportunity for Russian in- 
tervention — directly or in- 
directly — exists. 

Above all, we think, the 
Kremlin will be anxious to 
see how big a price it can 
exact, having heard over and 
over again that the United 
Nations is willing to have 
peace in Korea at almost any 
price. By offering an armis- 
tice without first accepting 
any conditions for peace ne- 
gotiations afterwards, the 
communists can hardly lose. 
Subsequent negotiations may 
drag on for a long time, and 
they are meanwhile assured 
of political control of North 
Korea, at the same time eas- 
ing the drain on Russia 
which the Korean war has 
imposed on that country. 

Everyone of course, wants 
peace. There is great desire 
in the western camp to settle 
the Korean affair as prompt- 
ly as possible. Behind it is 
the fear that the conflict, if 
not soon ended, will almost 
certainly be extended because of an indefinite stale- 
mate as at present is hardly feasible. Hence the 
temptation to lean over backwards to meet commu- 
nist demands is probably great. Yet nothing could 
be more dangerous to the cause of freedom. 

In itself, a cease-fire at the 38th Parallel without 
guarantee against further aggression would leave 
us in a most vulnerable position, with the same old 
threat hanging over South Korea, Formosa, even 
Japan. And for that, we would probably have to 
pay a heavy price. We are aware of the Kremlin’s 
objective to destroy the North Atlantic Alliance. 
Its price for what might turn out a tenuous peace in 
Asia may be abandonment of the rearmament pro- 
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Justis in The Minneapolis Star 


gram for Europe and perhaps of our military bases 
overseas. Certainly the Kremlin must be aware—and 
hope—that calling off the Korean war might: bring 
a psychological let-down in the West and sow dis- 
unity among the treaty partners. Nothing would 
suit it better. 

If thus once again, we find ourselves facing diffi- 
cult decisions, we must frank- 
ly acknowledge that it is the 
result of our own wavering 
in the past. Instead of pur- 
suing the aggressors in Ko- 
rea to their source in Man- 
churia and thus achieve a 
military victory, we have fal- 
len back on diplomacy as a 
means of obtaining political 
objectives. In the light of 
past experience, we should 
know that this means merely 
another deadlock on political 
factors, to be solved by ul- 
timate appeasement unless 
we choose to stand firm and 
refuse to bow to communist 
blandishments. 

It is a difficult and unpop- 
ular choice, but the inevitable 
result of the limited war idea 
imposed on us largely be- 
cause of the half-hearted at- 
titude of some of our Allies 
— despite unmistakable evi- 
dence that the Soviet Union 
has been limiting its assist- 
ance to the Chinese commu- 
nist regime. The thesis that. 
.,. Moscow would not go to war 
“" if we attacked the Red Chi- 
nese in Manchuria was plau- 
sible and most likely correct. 
But we refused to take the calculated risk and in- 
stead went along in a policy of weakness and ex- 
pediency, of timidity and vascillation in catering 
to the fears and hesitations which characterized 
particularly the British and French attitudes. 

It may be proper to take into account the judg- 
ment of others, particularly our own allies, but our 
bowing to such judgment has not served us well. 
It certainly has rendered more difficult our attempt 
to break the chain of threat and oppression which 
the Kremlin has thrown around the world. We will 
not break it but help tighten it, if out of love for 
peace, we play into the Kremlin’s hands by agreeing 
to a cease-fire in Korea except on our own terms. 
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Market Continues Vulnerable 


Recent market action, plus today’s sharp sell-off on Korean truce overtures, testify 


to the market’s vulnerability to prevailing conditions. Despite possible technical rallies, 


we anticipate materially lower levels within a medium-term period, under pressure of 


shrinking earnings and grave international uncertainties. You should continue to have 
not more than 60°. of stock funds selectively invested, at least 40°, in reserve. 


By A. T. 


. Ss time passes it becomes steadily fore dif- 
ficult, if not impossible, for the bull faction to ra- 
tionalize what is happening to stock prices as a “‘nor- 
mal correction” in an unfinished bull market. The 
internal symptoms suggest, about as clearly as ana- 
lytical diagnosis ever can, that the general upward 
trend begun in mid-1949 has terminated. Although 
bull markets always differ more or less in their 
topping-out characteristics, the pattern in this in- 
stance is fairly typical and is generally comparable 
with the 1946 “rounding top.” 

There has been the not uncommon divergence be- 
tween the Dow-Jones rail and industrial averages, 


MILLER 


the former have topped last February, the latter 
early in May. More significant that that, the May 
high in industrials was made on a “weak rise,” in 
terms of scope, volume of trading and numbers of 
stock groups participating, as compared with previ- 
ous phases of advance. The “cat and dog” section 
of the list, whose action is an indicator of the general 
publie’s speculative psychology, topped out in Febru- 
ary; and has subsequently performed worse than 
the market to date. Particularly in its poor “breadth” 
factor and in the behavior of the lowest-price 
stocks, the early-May high was strikingly like the 
late-May top of 1946. 
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bo MEASURING INVESTMENT AND SPECULATIVE DEMAND ,,, 


The Recent Performance 


On recent minor up and down moves, 
rail action has been inferior to industrial 
action; and the latter has been unimpres- 


- sive. The rail average reacted from Feb- 
ruary high to a March low of 80.84; 
320 rallied only to 85.72 as of the May 3 high 
in industrials; declined through the 
300 March low to 16.78 in late May; rallied 
only to 80.28 as of June 7; and at this 
280 writing has eased to within one point 
of its key May support level. Of baromet- 
26o ric speculative significance, the ‘‘cat and 


dog” portion of the industrial list is at a 
ane new 1951 low as this is written. 

As we noted in previous discussions, 
the industrial average held moderately 
above its March reaction low on the May 
3-25 sell-off of about 18 points. In a 3- 
week rally to June 15 it made up 9.66 


4.20 
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points or a little over half, of the de- 
NS cline. On this rally the “breadth” factor, 
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measured by trading volume and number 
of stock groups participating, was even 
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SCALE AT LEFT 
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more unimpressive than that on the aver- 
105 age’s zig-zag March-May upswing. Such 
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strength as was shown was confined main- 


100 ly to oils, chemicals and ethical drugs. 
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These have long been among the particu- 
lar favorites of big-fund managers; are 
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at historic record levels; and cannot domi- 
nate the general market in any event. 
Rounding out the current picture, we note 
that in each week of the 3-week rally, more 
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individual stocks made 
new 1951 lows than made 
new 1951 highs; and, final- 
ly, the price movement has_ | #!° 
been downward from June _ | 200 
15 (June 7 for rails) to 
this writing. 

Today, the market broke | ig9 
sharply in response to 
communist overtures for a 
cease-fire in Korea—as was 
to be expected—and while 
extreme losses were al- in 
most halved by late re- 
covery tendencies, the 
event testifies to the mark- 
et’s vulnerability to inter- 
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170 


260 





240 


national developments plus | *° 
the array of restrictive 
factors existing in the 90 


medium-term business 
outlook. Doubtless new 85 
downside tests are ahead, 
for under existing circum- | 8° 
stances, we see virtually 
no chance for a rise of | 15 
basic significance. 

It does not make much 
difference whether you call 6 
what we are in for a 
“broad trading range,” or 
whether the maximum de- 
cline from the earlier 1951 
highs to whatever low is 
made this year, or next, is 
recorded as a minor bear 
market. On the basis of 
both fundamental and tech- 
nical factors, we see no visible justification for a 
major bear market. However, two qualifications are 
in order. First, the basis for a major market defla- 
tion is never clearly apparent in an early phase 
thereof. Second, many speculative stocks can, and 
probably will, suffer major declines, even if the 
maximum decline in the industrial average is fairly 
moderate. 





Food For Thought 


The 1949-1951 advance in the average ran for less 
than two years and amounted to roughly 62%. 
Hence it ranks as a minor bull market, as compared 
with the much greater and longer advances of 
1942-1946, 1932-1937 or 1923-1929. It developed 
considerably less speculative excess — as measured 
by margin debt, relative behavior of low-priced 
stocks and the volume of new equity-financing — 
than is usually created in major bull markets. Hence 
there is no towering speculative position to be 
liquidated. That is on the favorable side. So is the 
fact that average price-earnings ratios are far lower, 
and average dividend yields much higher, than was 
the rule arond the tops of the three major bull mar- 
kets heretofore cited. These relationships anticipate, 
and make substantial allowance for, the certainty of 
materially lower corporate earnings before this 
year is out, and for the probability of some shrink- 
age in quarterly dividend totals. Also on the sup- 
porting side is the fact that no cyclical deflation in 
industrial production, employment and consumer 
income is in the picture during the presumably pro- 
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tracted build up phase of the defense program. 

But if one assumes a fairly moderate trading- 
range decline, or bear market, what is “moderate?” 
The 1946 decline was painful enough, yet took the 
industrial average down only some 23%, which 
ranks as “fairly moderate,” compared even with 
average bear-market performance. A similar per- 
centage decline in the present instance—and we cite 
it purely for illustration, not as a prediction — would 
take the industrial average down to about 203, 
against the May high of above 263 and present level 
of about 248; and a decline of around 10%-15%, 
which is surely a reasonable possibility, would take 
it into the 230-220 range. 

Of course, there is no need to try to guess what 
it might be; for now is not the time to consider 
expanding stock holdings in any event, and there 
is every reason to think that there will be plenty of 
time to weigh that problem, in the light of actual 
market action and unfolding events, before action 
can be justified. Meanwhile, those who have reserve 
funds in line with our previous conservatice recom- 
mendations should be in an adequately comfortable 
position. If reserves are appreciably less than 40%, 
some selling is justified now. Nor is a 40% reserve 
the whole story. The 60% invested should be in bet- 
ter-grade stocks. If holdings are over-speculative, 
regardless of adequate reserves, your policy should 
be to improve the portfolio position, in quality and 
safety, by some judicious switching, using for guid- 
ance to that end the suggestions always made else- 
where in issues of this publication. 

— Monday, June 25 
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— WHICH WILL PREVAIL? 


By E. A. KRAUSS 


S. his appeal for all-out support of 
his proposals for strengthening the Defense 
Production Act, President Truman recently 
states that it will take the hardest, toughest 
kind of controls to keep prices from going 
through the roof. 

The public reaction has been that he may 
well have overstated his case, and thereby 
weakened it. Admittedly warnings of further 
inflation have a plausible basis. The supply 
of consumer goods faces contraction as de- 
fense production mounts, while disposable 
income will remain high or rise somewhat 
further. Hence, it is argued, a wide infla- 
tionary gap is inevitable. 

It is frankly conceded that the arms program in 
itself is inflationary but this fact alone hardly makes 
a conclusive case for more inflation. The reason is 
that there are many offsets capable of mitigating 
its impact, and some of them are forcefully brought 
home right now. That’s why it is increasingly dif- 
ficult for people to believe that a great wave of 
inflation is about to engulf them. They have visual 
evidence of excess quantities of consumer goods 
and efforts of merchants to unload them. It is rea- 
soned that if sellers are anxious to move inventories 
at sharply lower prices, they must feel assured of 
a continued high level of civilian production and 
ability to repurchase advantageously. 

Top heavy inventories, price wars, soft commodity 
prices, peace possibilities, and the effects of credit 
and price controls certainly don’t add up to a new 
inflation “torrent.” The Administration has been 
taking credit for the recent easing of the inflationary 
threat, coinciding as it did with the imposition of 
the general price freeze. But the public is also aware 
that price control alone could not have had such 
a startling effect without the amazing production 
record established by industry since the Korean 
outbreak. 

Quite obviously the supply has run away from 
demand—at a time when everybody was expecting 
the opposite. It is this that’s giving pause and mak- 
ing the loudly heralded prospect of real shortages 
less convincing. While the civilian supply will con- 
tract, there is no assurance that it will fall below 
future demand to the extent of causing a real pinch 
and putting renewed pressure on the price structure. 

Even the official inflation fighters by now have 
detected a strong whiff of deflation and find it em- 
barrassing in their efforts to tighten controls. Some 
privately admit that perhaps there is a greater 
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possibility of defla- 
tion. The majority 
sticks to the view- 
point that current 
price softness is 
temporary, that the~ 

overall inflation potential in the economy remains 
strong. 

In appraising the situation, it should be realized 
that the answer to the inflation-deflation question de- 
pends not alone on Goverment spending, contro] 
measures and fiscal policies, but importantly also on 
the psychology of consumers and businessmen. An- 
other important consideration is that the arms pro- 
gram will not be superimposed on the civilian eco- 
nomy as it was last year, or in the first quarter of ° 
this year. It will be imposed on a civilian economy 
considerably less buoyant. 


Important Offsets 


Existing offsets will include reductions in civilian 
demand amounting to a good many billions—in priv- 
ate outlays for consumer goods and residential con- 
struction, and also for civilian business inventories. 
To the extent that this is so, the inflationary po- 
tential will be markedly reduced because even cur- 
tailed civilian output is likely to come far more near- 
er to matching effective demand. It is a prospect 
that explains why present skepticism about officially 
oredicted shortages will not be easily overcome. 

It is realized that the check to the inflationary 
price rise, and the quieting of demand which is both 
a cause and a result, are due in no small degree to 
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the immense production of the past, and the proba- 
bility that future output, despite cutbacks, will re- 
main fairly substantial by any normal standard. 
Certainly the twin fears of shortages and higher 
prices have no longer the compelling influence on 
buying sentiment that they had before. Nor does 
the prospect of cutbacks seem to revive them. The 
simple fact is that wants for consumer goods are 
well satisfied, in hard as well as in soft goods lines. 
In the circumstances, even the possibility of tem- 
porary shortages holds less terror. When it comes 
to hard goods, most consumers are well able to 
“ride it out.” And a good many, we suspect, are 
pinched paying off what they have bought; high 
living costs and taxes see to that. 

At the same time, measures to restrict demand 
are showing considerable effect. Curbs on consumer 
and mortgage credit, the voluntary credit restraint 
program on business loans and tighter money are 
bearing fruit. Stockpiling policy is more moderate, 
with resultant less pressure on prices. When all these 
developments are considered in conjunction with 
industry’s tremendous productive capacity, it is un- 
derstandable that inflationary psychology has weak- 
ened, that there is growing belief that the inflation- 
ary storm is on the wane. Yet opinions remain 
sharply divided. 


Pros And Cons 


Those who opine that inflationary forces are still 
dangerous, who expect inflationary forces to build 
up later in the year, find it not difficult to marshall 
many arguments on their side, though some of them 
seem to lack force in view of recent experience. 
Their case centers mainly on 
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as it is appropriated. Finally, that anti-inflationary 
measures are having their desired effect, and that 
current inventory losses in many lines will make 
for a more cautious attitude and less willingness to 
assume similar risks again, should the price trend 
turn upward once more. 

None of these arguments lack plausibility though 
all are subject to qualification. Right now it seems 
that inflation and deflation influences are fairly 
well balanced and will remain so for most of this 
year and perhaps beyond, as- 
suming no acceleration of the 





contracting civilian output and 
the possibility of revival of 
consumer demand under the 
twin stimuli of expanding con- 
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defense program or all-out war. 
This prospect, which seems to 
be the crux of the current phase, 
has given rise to accusations 
that the Administration is re- 
sorting to scare and fear tac- 
tics to pressure Congress to en- 
act, and the public to accept, 
additional and more stringent 
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affairs might give new impetus 
to scare buying. 

Those arguing against the 
probability of further inflation 
correctly point out that the 
shortage threat has been exag- 
gerated right along in view of 
the limited character of the mo- 
bilization program; that past 
inventory accumulation, by con- 
sumers and businessmen, pro- 
vides a strong bulwark against 
shortages and a renewal of 
scare buying; that deliveries of 
defense orders are being 
stretched out over a longer peri- 
od as the threat of all-out war 
recedes, thus will mitigate the 
need for severe cutbacks; that 
there is no assurance of deficit 
spending since the Treasury’s 
cash budget at least may re- 
main pretty much in balance if 
only because it is impossible to 
spend money for arms as fast 








Ic 
Taxes AND 'NCREAS 





controls, plus more burdensome 
taxes. Naturally such views are 
highly controversial, but they 
are founded on the belief that 
the inflation threat is less seri- 
ous than some would have us 
think. Who is right? 

The picture of course is nei- 
ther all black nor all white. 
Defense spending is currently 
at an annual rate of some $30 
billion, more than twice the 
pre-Korean amount which was 
around $12 billion. Yet this in- 
crease has not prevented a 
fairly sharp fall in basic com- 
modity prices and a recession 
in a number of consumer goods 
lines. It poses the question just 
how inflationary will be mili- 
tary outlays at a projected 
annual rate of $40 billion or 
moderately more by the year- 
end. 

During the past year, the in- 
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crease in defense spending was supplied out of an 
equivalent increase in overall production—without 
reduction of the general standard of living. The still 
greater increase envisaged can hardly be met en- 
tirely through expansion of physical output, requir- 
ing a reduction of civilian consumption at least until 
the industrial expansion program bears fruit. 


The Lag in “Real Income” 


But as previously noted, a reduction in civilian 
consumption is already occurring. Demand has been 
subsiding naturally, due to temporary market satur- 
ation and other factors, and these influences are not 
likely to disappear overnight. Some are likely to 
remain operative through most of the anticipated 
“shortage” period, officially figured to last about 
twelve months. By that time, once the nation’s ar- 
senal is built, the initial weapons, the stockpiles 
and productive facilities provided, military needs 
may take about 10% of the national product 
compared to about 20° at the peak of the mobili- 
zation effort. 

During this interim period, the danger is thought 
to lie in the possibility that purchasing power in 
the hands of consumers will exceed the available 
supply of goods, but this danger, it seems, is now 
being effectively counteracted. It is done by higher 
taxes and by credit controls. Equally important, 
and this is not too widely realized, it is right now 
being done by a lag in “real”? income (adjusted to 
living costs) behind the rising personal income. This 
has been in evidence since early this year and is 
thought to have contributed measurably to faltering 
retail sales. 

While it continues, one must discount the idea that 
the defense stimulus must necessarily create an 
inflationary gap of dangerous proportions. For as 
long as supplies of consumer goods remain plentiful 
in relation to diminished demand, there is no pos- 
sibility for any inflationary gap developing to push 
prices up. And consumer resistance is rugged not 
only because their needs are well covered but because 
many feel the effect of previous overbuying. They 
may prefer to pay off their debts, or to replenish 
their depleted savings. 

This is an important factor in support of doubt 
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whether we will be any closer to shortages by the 
turn of the year than we are now. Another is in- 
dustry’s steadily increasing capacity to produce. 
The only possible hitch is adequate supply of ma- 
terials to supply both butter and guns. In the official 
view, the most severe pinch is expected during the 
latter part of this year and in early 1952, by which 
time expanding materials production will have 
caught up with demand. Yet there is serious ques- 
tioning whether the supply of materials, short of 
all-out war, will be insufficient to prevent mainte- 
nance of a comparatively high rate of production of 
civilian goods. 

If, then, the prospect apparently points to a halt 
in inflation or at least not much more inflation even 
during this critical interim period, this is certainly 
gratifying and beneficial. Inflation already has been 
costly and it would have been worse if anti-inflation- 
ary measures had not been taken. The pity is they 
were not taken promptly enough. The improved 
outlook now, however, hardly justifies taking the 
risk that inflation may get out of hand again. 

To some extent, inflationary pressures are bound 
to revive as defense production swings into high 
gear, hence it would be dangerous to project the 
current lull into the future. But with existing con- 
trols already quite effective, and considering the off- 
setting factors discussed, we can do a better job in 
avoiding a repetition of what we have experienced. 
What’s needed is forthright action to keep pressures 
down by proper use of existing controls, and not so 
much by tighter controls. It would be folly, of course, 
to drop them entirely as some have suggested. 

Proper use of existing controls should include 
effective wage stabilization as well as effective, if 
equitable, price stabilization—the latter particularly 
in the area of food prices. It is here where politics 
should be shelved and economic stability aimed at 
in the first place. Proper farm price control would 
remove “uncontrollable pressure” on the cost of 
living, thereby relieving pressure for higher wages 
and, as a further consequence, pressure for higher 
prices. The inflationary problem is manageable but 
not when mixed with politics and one-sided favori- 
tism towards pressure groups. Unless handled pro- 
perly, we shall ultimately lose the grin we have 
begun to clamp on price inflation. What would be 
lost then would be nothing less than the hope for a 
successful arms program and an equitable sharing 
of its heavy cost. 


The Present Lull 


For the last three months, inflationary forces 
have made no significant advance with deflation 
rather than inflation the common worry among 
businessmen. In the last two months, outnut of dur- 
able consumer goods has fallen far below 1950 peaks 
as pointed out elsewhere in this issue. There are 
plently of soft spots in industry and the result, 
naturally, are dislocations of varying degree. 

What we are witnessing is a defense and capital 
goods boom side by side with a consumer goods 
slowdown, the very thing the controllers are aiming 
at. That the consumer goods slowdown has come 
earlier than expnected in the circumstances, that it 
has come about naturally, rather than predominantly, 
by force of controls is a significant and at the same 
time encouraging factor holding the promise that 
new pressures are less likely to get out of hand as 
the arms program approaches its peak. 
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By WARD GATES 


be he second half-year following Korea 
has developed soft spots showing up in vari- 
ous industries that contrast with the general- 
ly booming conditions prevailing in the first 
six months. These soft spots have become ex- 
tensive and serious enough to call for a 
searching inquiry, even though they still 
comprise only a minor portion of total busi- 
ness activity whose major factors continue 
to give strong support. In those locations 
where weaknesses are revealed, it is timely 
to consider the causes, the extent, and the 
outlook. 

Today there appear to be five main fields 
where a slump in business is under way or else is 
expected from the progressive curbs to be applied 
during the third and fourth quarters of this year. 
These fields are: (1) automobiles and trucks, (2) 
building materials, (3) house furnishings, (4) ap- 
pliances, and (5) textiles and apparel. Of course not 
all branches within these industries are likely to be 
affected adversely. Nor do these five important 
groups include all lines of business that may be hurt 
by the transition from prosperity based upon record 
production and sale of civilian goods to an economy 
dominated by rapidly increasing war expenditures. 

Causes of these soft spots in various industries 
fall into a number of different categories. In some 
cases the trouble is caused by an excessive supply 
of goods, reflecting over-production and leading to 
the accumulation of high-cost inventories and to 
retail “price wars”. In other cases there is curtail- 
ment on the side of demand for goods, resulting 
from former over-buying, reduced employment and 
income, higher personal income taxes, and restric- 
tions upon real estate and instalment credit. The 
latter factors have cut consumer buying power at a 
time when there is lessening incentive for buying 
ahead based on fears of shortages or advancing 
prices. 

In still other cases, there has been neither over- 
production nor lag in demand, yet curtailment is in 
prospect because of Government restrictions upon 
the use of critical materials. Allocations were low- 
ered in the second quarter of this year and put the 
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brakes on some lines, but they will be cut more 
severely on July 1 and again on October 1. Steel, 
copper, lead, zinc, and aluminum are among the 
tightest of the basic raw materials, but the list of 
searce items is already a long one and is growing 
every day. 

It is much easier to locate where weak spots have 
been developed in various industries than to meas- 
ure accurately the extent of such weakness. This is 
due both to the uneven and complex organization of 
business itself, and to the fact that conditions keep 
changing faster than complete information and sta- 
tistics become available. A number of general trends 
discernible in the five main trouble spots enumer- 
ated above may be summarized briefly as follows: 


Sharp Drop in Auto Production Indicated 


Automobiles and trucks: Production has been de- 
clining steadily from its all-time peak last spring, 
representing an annual rate of around 10,000,000 
vehicles, to an annual rate of 7,000,000, which is a 
very sizeable production. But a further substantial 
drop is in the offing. While the publicly-reported 
reason for this curtailment is to conserve steel and 
other metals or, in several cases, to convert facilities 
to the production of needed military goods, another 
reason given little publicity is that the less popular 
cars are not selling but are piling up in dealers’ 
hands. Used car prices this year have been declining 
during the active season, when the price trend is 
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normally strong, and no improvement is in sight. 

A number of automobile plants have recently sus- 
pended operations for temporary or indefinite 
periods, and much more severe layoffs are due in 
coming months, with a possible reduction of the in- 
dustry payroll of 25% to 30%. Detroit is a particu- 
larly hard hit area, and at present the defense con- 
tracts are still too small to take up much slack. This 
slump in automobiles, one of the country’s largest 
industries which, together with building construc- 
tion, furnished the leadership in the postwar era of 
prosperity, will have important adverse repercus- 
sions upon the sales and earnings of the automobile 
and parts manufacturers, and also of large numbers 
of other companies whose markets are dependent 
upon the automobile and related industries and 
upon their millions of employees. 


If any confirmation be needed that a real slump is 
developing in the motor industry, similar evidence 
may be noted from across the border in Canada. 
Practically all the large companies there have cur- 
tailed output and laid off workers because of the 
fall in buying by the public. Much blame is placed 
on credit and material curbs, yet the heavy buying 
during the past year is also admitted to be a major 
factor. 


Credit Curbs Hit Residential Building 


Building materials: Residential building construc- 
tion is now being slowed down as the credit curbs 
and restrictions upon the use of materials become 
effective. Overall totals for all types of building are 
still around record levels, but these include indus- 
trial and commercial building approved as essen- 
tial to the defense program, and also are swelled by 
the inclusion of some costly atomic energy plants. 
Home building for the full year 1951 will likely be 
down more than the anticipated one-third from last 
year’s 1,250,000. 

This curtailment, like that in automobiles, will 
have wide repercussions because of the vast scope 
of the numerous branches of business dependent 
upon building construction directly or indirectly. 
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While it need cause no worry to producers of steel 
and copper, the same can hardly be said of the 
countless producers and distributors or products 
made from steel, copper, and other metals. These 
include such lines as furnaces, boilers, oil burners, 
stokers, radiators, bathroom fixtures, kitchen sinks, 
air conditioning installations, valves and pipe fit- 
tings, thermostat controls, hinges, locks, and so on. 

Many companies in these lines were even in 1950 
experiencing a drop in sales and earnings, reflecting 
inability to hold their positions in the competitive 
race, and may be expected to face a still keener 
struggle with the general market now contracting. 
Mergers of some of the smaller companies into the 
larger organizations of the metal building equipment 
field would not be surprising. 


Building materials other than metals have also 
been hit by the curtailment in home building, com- 
bined with some over-production and inventory ac- 
cumulation. These include such lines as lime, gyp- 
sum, brick, tile, glass, plaster-board, roofing, wall- 
paper, and so on. Lumber, plywood, and pressed- 
board also have experienced some decrease in de- 
mand and easing in prices. 


Leading companies in these lines are now under- 
stood to be limiting their production and shipments 
in order to hold the market situation in hand and to 
hasten the needed correction of inventories. No seri- 
ous increase has occurred thus far in failures among 
dealers, most of whom are well fortified with post- 
war earnings. 


House furnishings: Conditions here have grown 
uncomfortable as demand has declined, reflecting the 
end of the scare-buying wave, the tapering off in 
new home building, and the tightening up on in- 
stalment terms. Meanwhile, the abundant produc- 
tion of goods from enlarged and modernized plants 
has led to substantial inventory accumulation. Most 
all lines are affected—carpets, rugs, linoleum, cur- 
tains, and household furniture. Many of the large 
department stores are loaded up with such goods, 
their warehouses are bulging, and still more is be- 
ing received on orders placed months ago. It is no 
wonder that the stores have resorted to aggressive 
promotions and even price slashing, as well as to 
delaying deliveries and cancelling orders. 

In the furniture industry, for instance, dropping 
retail sales and high inventories have caused consid- 
erable cutbacks in production and employment. Unit 
sales at the retail level are reported to have fallen 
about 15% below levels at the end of 1950. Supply 
pipelines have backed up at the manufacturing end 
and to remedy the situation, manufacturers have 
cut production about 8% below year-end levels, re- 
duced employment by over 5% and cut the work 
week by around 10%. 


Trouble in Appliance Markets 


Appliances: Similar troubles from similar causes 
are found throughout almost the entire range of the 
appliance field. Television receiving sets are the 
most prominent example, suffering from over-pro- 
duction, inventory accumulation, and price-cutting, 
on the one hand, and falling consumer demand and 
credit curbs on the other. Heavy buying during the 
past three years has largely saturated the present 
market—limited to the larger cities having television 
broadcasting stations. 

Licensing of additional broadcasting stations has 
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been held up by the 
Federal Communica- 
tions Commission for 
more than two years. 
Additional elements of 
uncertainty are the de- 
velopment of color TV 
—how fast, in what 
form, and whether it 
will make existing sets 
obsolete. With the TV 
industry having com- 
pleted its initial period 
of rapid expansion, it 
has — following the 
usual growth pattern— 
settled down to a much 
slower rate of increase 
and to intense compe- 
tition in which only 
the ablest organiza- 
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tions will survive. 
Radios and record 
players are already in the maturity stage of the 
growth curve. 

Thus after maintaining their peak rate of TV set 
production of nearly twelve million sets on an an- 
nual basis in the first quarter, manufacturers were 
confronted with the need for drastic output cur- 
tailment. Inventories had risen to 1.8 million sets 
and the need for adjustment was urgent. Output in 
April was cut to around 500,000 units from nearly 
900,000 in March and further reductions have since 
been made, bringing current production to probably 
less than 300,000 units a month. First half output 
now appears likely to be somewhat more than 3.5 
million, of which approximately 2.2 million were 
assembled in the first quarter. 

In the case of the larger appliances that use more 
steel—such as refrigerators, deen freezers, ranges, 
water heaters, vacuum cleaners, washing machines, 
dryers, ironers, dish-washers, power lawn mowers, 
ete._it is paradoxical but nevertheless true that 
heavy inventories constitute a serious problem de- 
spite curtailment of production caused by restric- 
tions on the consumption of metals. This is because 
the production in most cases far exceeded expecta- 
tions, and because dealers are unwilling or unable 
to carry inventories for any extended period. 


Dislike Heavy Inventories 


Some people may think that in view of possible 
future shortages, a dealer’s stock of new appli- 
ances is just as good as, or actually better, than 
money in the bank. Experienced merchandisers, 
however, dislike to carry goods for any extended 
period; they would rather keep turning over their 
inventory, even at no profit, and take their chances 
on being able to replace goods as they are sold. 

This is perhaps more true of appliances than of 
merchandise that is not “dated’’, since the ‘‘fash- 
ions” in appliances change quite frequently and most 
purchasers prefer to have the current model rather 
than one that has been in storage and become out- 
of-date. Some appliances deteriorate in time, and 
all of them cost money during storage for ware- 
house space, insurance, handling, reconditioning, 
etc. Moreover, they tie up working capital that may 
be in part borrowed from banks which want their 
loans cleaned up at the end of each season. 
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Some of the smaller appliances requiring less steel 
have been under even more severe pressure than the 
large items. These include certain brands of food 
mixers, toasters, electric and steam irons, fans, air 
conditioners, grills, heaters, etc. With the scare- 
buying of appliances ended, competition for sales 
has become really intense, and was climaxed by the 
court voiding of legal fixed prices and by cuts up 
to 40 per cent offered on many items by the big 
stores. Such developments suggest narrower profit 
margins of manufacturers in the future and explain 
bi drastic curtailments and layoffs now taking 
place. 


Textiles in the Doldrums 


Textiles and apparel: Wholesale markets continue 
in the doldrums because of the mountains of inven- 
tory piled up by manufacturers, wholesalers, job- 
bers, retailers, and the cutting-up trades in the vari- 
ous apparel lines. Heavy production of goods has ex- 
ceeded the civilian demand, while military demand 
is slow in materializing. Warehouses are filled with 
goods not wanted at present by either the regular 
buyers or the Government. Men’s clothing has 
changed suddenly from a condition of scarcity and 
soaring prices to one of surplus and bargain prices, 
and the same is true of many other standard items 
such as sheets and pillow cases, bed-spreads, towels, 
white shirts, hosiery, light-weight suits, and sports 
clothing. 

Although some of the textile prices are still 
around their peak, such as raw cotton at 4514 cents 
per pound, others, like wool, have declined from a 
peak of $3.80 to $2.85, and silk from $6.00 to $4.25. 
Generally speaking the inflation psychology in the 
textile and apparel industries has been replaced 
by talk of stabilization or of price deflation and 
business recession—notwithstanding President Tru- 
mans’ renewed warning against inflation. 

Nor do the five main groups here discussed cover 
the entire field of industries in distress. A good 
many others are, because of various factors, headed 
for lower earnings—at least lower than the excel- 


lent level realized in the postwar boom of 1946-50. 


For example, meat packing is hit by the squeeze 
between livestock and meat prices; gasoline price- 
wars have broken out (Please turn to page 380) 


345 





















a 
“a 
ge 
_ La 
S oy 
— ~ “ 
“Gas ot ght 
pt a 









i{ 
1 | || 


By PHILLIP DOBBS 





Wat higher taxes will do to corporate earnings 
has for some time been a paramount consideration 
in investment and market thinking. It will become 
more so once the final provisions of the new tax bill 
are known. That it will mean lower net profits 
henceforth is a foregone conclusion. The big ques- 
tion: How much lower? 

While indications are that corporate profits before 
taxes in the first quarter reached a new high, net 
income after taxes—in the aggregate—shows evidence 
of having started the downtrend, the extent of which 
is presently the subject of so much speculation. 

What’s been happening is aptly illustrated by a 
few figures: Aggregate corporate pre-tax earnings 
for the first quarter are estimated at an annual rate 
of $51 billion, a new peak moderately above the 
fourth quarter rate of $50.8 billion. But corporate 
tax lability rose to an annual rate of $26.7 billion 
from $22.3 billion, leaving profits after taxes of 
$24.2 billion as against $28.5 billion in the fourth 
quarter. While this represents a fairly sharp drop, 
the decline is bound to become steeper when the new 
tax rates come into effect. 

The new omnibus tax bill just approved by the 
House provides sizeable rate boosts applying to 
corporations. The straight corporate income tax rate 
is raised from 47% to 52%. The effective rate on 


the overall corporate tax ceiling from 62% to 70%. 
Moreover, the new EPT section in the tax bill would 
cut from 85% to 75% the average earnings credit 
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excess profits would go up from 77% to 82%, and , 





for companies to use in deter- 
mining what constitutes excess 
profits. The law presently gives 
corporations a credit of 85% of 
the average earnings in the first 
three best years of the four-year 
period 1946-49. The new pro- 
vision, in other words, would be 
tantamount to a substantial low- 
ering of the profit ceiling pro- 
vided under the excess profits 
tax law. 

These are by all odds stiff 
rate boosts but they will not 
necessarily become law without 
any change. The hope is, and 
it seems a fairly good prospect, 
that the tax decisions by the 
House will at least in some 
measure be modified by the Sen- 
ate. Apart from a possible lower- 
ing of the House-approved tax 
rates, chances also are that the ef- 
fective date may be shifted from 
January 1, 1951, to July 1, there- 
by modifying considerably their 
impact at least on 1951 earnings. 
All this of course remains to be 
seen. 


It has been said in some quar- 
ters that perhaps few legislators 
are fully aware of just how dras- 
tic the proposed new taxes are 
nor of the menace inherent in 
the profit starvation implicit in 
the joint impact of super taxes 
and controls. The latter of course 
is a chapter by itself and not 
a subject of discussion in this 
study despite their tax implications. But to get an 
idea of just how the proposed new taxes might hit 
earnings, we thought it interesting to apply them, 
strictly in pro forma fashion, to 1950 pre-tax earn- 
ings of a number of corporations which in their 
annual reports have stated the amount of their EPT 
exemption. 


We must caution immediately that the result is 
not, and cannot be, a projection of 1951 earnings, 
primarily because both 1951 sales volume and profit 
margins may differ materially from last year’s, and 
therefore also pre-tax earnings. Moreover, in the 
great majority of cases, indicated EPT exemptions 
is presumably based on an 85% rather than 75% 
earnings credit. The base, in other words, may change, 
either because of this or for other reasons. Where the 
base will be lower, EPT liability will rise. Finally, 
the effective date of the new taxes remains in doubt. 










An Interesting Comparison 


However, even a pro forma calculation as present- 
ed in our accompanying tabulation can serve a highly 
useful purpose in that it illustrates what the new 
taxes mean to corporate earnings. While they do 
not project 1951 share earnings, they clearly show 
how much lower 1950 earnings would have been, 
had the higher taxes applied to that year. In this 
sense, they offer interesting clues to future earnings 
as well, and therefor to future price trends of in- 
dividual stocks. 
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Our sample shows a greatly varying degree of 
impact, as was to be expected, with the over-all 
effective tax rate ranging from 56% to the ceiling of 
70%. The latter however applies to only a few com- 
panies though the proportion would probably be 
higher in a larger sample. Doubtless many big cor- 
porations will have to pay the ceiling rate. Interest- 
ingly from the standpoint of comparison, in a similar 
sample surveying tax impacts under 1950 tax rates, 
the effective tax rates ranged from 41% to close 
to 54%. 

Now let’s look at some of the companies individual- 
ly. Naturally, the larger the EPT exemption, the 
better the tax situation. In this respect, an outstand- 
ing case is Greyhound Corporation. Pre-tax earnings 
last year were $28.8 million but the company esti- 
mates its EPT credit as high as $27.7 million, 
leaving only about $1.1 subject to EPT. Whereas the 
company last year actually paid some $267,000 in 
excess profits taxes, that liability would not have 
been much greater, had the terms of the proposed 
tax bill applied for the whole year. In other words, 
the company would have earned about the same, 
$1.25 a share, and the overall effective tax rate would 
have been quite low, only 53%. This of course is 
exceptional. 

Safeway Stores estimated that all their U.S. 
profits over $17.6 million before taxes will be subject 
to EPT. On this basis, EPT liability would come to 
about $2.6 million against actual EPT paid last 
year in the amount of $1.16 million. The total tax 
bill would be $16.4 million equivalent to an effective 
rate of 62°, compared with $11.4 million and 43.1%, 
respectively. That’s a substantial rise and would 
bring 1950 per share net down to about $3 from the 
actually reported figure of $4.80 a share. On this 
basis and at recent price of about 36, the stock would 
sell about 12 times earnings, under normal condi- 
tions not an excessive ratio for this type of equity. 
But we stress again, that our calculations is not in 
the nature of an earnings projection for 1951. 

Some of the companies listed in our table would 
have bumped against the 70% ceiling, had the new 


taxes prevailed last year. One of them is Revere 
Copper and Brass, with an indicated EPT exemption 
of about $9 million against 1950 pretax net of $23.4 
million. Under the new rates, the total tax bill would 
have come to $16.4 million—just about 70% of pretax 
net whereas last year’s taxes amounted to $12.3 mil- 
lion, equivalent to an effective rate of about 52%. 
In the circumstances, per share net would have been 
a good deal lower, something like $5.46 instead of 
the $8.47 actually reported for 1950. 

Pullman is another interesting case. Out of pre- 
tax net of $18.8 million last year, $12.5 million were 
exempt from EPT and the amount of that levy 
came to only about $1 million. Applied to the whole 
year and with the higher straight income tax rate, 
per share net would have been reduced to $3.25 
from the $4.49 actually reported. The effective tax 
rate would have been 61% whereas last year it was 
about 48%. 


Will Have to Pay Ceiling Rate 


Grumman Aircraft, because of a low EPT credit 
base will probably have to pay taxes at the ceiling 
rate of 70%. This at any rate would have been the 
case, had the new tax rates applied to last year’s 
income, when only $4.25 million out of pre-tax 
earnings of $13.3 million were exempt from excess 
profits taxes. Possibly the company may get a higher 
base, but as long as the stated figure prevails as 
weil as the expected increase in volume of business, 
tax liability will be rather high. At the proposed new 
rates, last year’s per share net would have been some- 
where around $1.86 instead of the $3.12 reported, 
according to our calculation. 

American Can Company last year had pre-tax 
earnings of $64.7 million and an EPT tax credit of 
$39 million, leaving the balance subject to excess 
profits taxes which in 1950 amounted to $3.5 million. 
Applied to the full year, EPT would have been about 
double that amount and the straight income tax 
would have been (Please turn to page 380) 



































How Proposed New Taxes Would Have Affected 1950 Earnings 
Indicated Straight 30% Combined Percentage 
E:P.F. Income E.P.T. Tax of Combined Indicated 
Pre-Tax Exemption Taxes on Amount or Taxes to Net Reported 
Income 1950 52% After 70% Pre-Tax Income Indicated 1950 
Exemption Limit* Income Net Net 

- (Millions) —- — - > 3 (Millions) Per Share Per Share 
American Brake Shoe $ 12.3 S 56 $ 6.4 $ 1.6 $ 8.0 65% $ 4.2 $ F.52 $ 4217 
American Can 64.7 39.0 33.6 PP 41.3 64 23.4 8.28 12.68 
Armstrong Cork 23.5 16.0 ¥2,2 22 14.5 62 8.6 5.44 8.13 
Doehler-Jarvis 12.2 2 6.3 6 7.0 58 5.1 4.82 6.53 
Eastman Kodak 118.1 68.0 61.4 15.0 76.4 64 41.3 3.00 4.50 
Greyhound Corp. 28.8 27.7 15.0 ma j fo 53 13.5 4.25 1.25 
Grumman Aircraft & Eng. 13.3 4.2 6.9 YS 9.3 70 x OF 1.86 332 
Industrial Rayon 22.2 17.5 TES 1.4 13.0 56 9.2 5.26 6.68 
Merck & Co. 228 11.0 11.8 3.5 3 67 7.4 3.11 4.46 
National Gypsum 18.2 9.7 9.4 y 2 12.0 65 5.9 2.60 4.19 
Pacific Mills 10.9 15.0 5.6 none 5.6 51 5.0 5.17 6.39 
Pullman Co. 18.8 12.5 9.7 1.9 11.6 61 7.1 325 4.49 
Rayonier, Inc. 20.0 11.8 10.4 2.4 12.8 64 8.7 7.50 11.16 
Revere Copper & Brass 23.4 9.0 12.1 4.3 16.4 70 7.0 5.46 8.47 
Safeway Stores ; Or ce . 26.4 17.6 13.7 2.6 16.4 62 a5 3.00 4.80 
White Motor ; 8.8 5.0 4.6 1 Py Sf 65 3.0 4.51 6.14 

*—Combined straight 52% tax and 30% E.P.T., but not exceeding 70% of pre-tax income. 
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WARNING by President Truman that scrapping of 
price and other controls would bring on disastrous 
inflation had an effect upon congressional mail 
which brought back memories of FDR’s “going to 
the people.” Capitol Hill was deluged with demands 





WASHINGTON SEES: 

Periodic examination of the antitrust laws was 
overdue, so it was no surprise that Senator Hubert 
Humphrey, Minnesota’s ebulient “friend of the 
people,” came up with a bill which appears to 
have three objectives: 

1) A comprehensive investigation of the way 
the anti-monopoly laws are being administered; 
2) a thoroughgoing revision of the basic statute; 
3) a committee chairmanship for the Minnesota 
democrat for an inquiry which never fails to gain 
the headlines, yet is not arduous to stage for the 
reason that the same evidence is gone over at in- 
tervals and the records are available. 


Humphrey has backed into the probe. His bill 
is titled as a measure to bolster the law against 
interlocking directorates; and to strengthen the 
law it becomes essential to study what is in the 
law, how it is being administered—and, in the 
process, change anything inconsistent with the 
declared objective. 





Business and industry would be seriously af- 
fected by the Humphrey proposal to bar any per- 
son from being an officer, director, or employee 
of more than one corporation having total assets 
over 60 million dollars. It would affect one or 
more directors in approximately 225 companies. 

The antitrust laws, everybody agrees, could 
stand a looking over, especially to see what effect 
on the body of statute the constant nibbling of 
wartime has had. But businessmen would prefer 
that study be mdde under more friendly, or at 
least more objective direction than Humphrey’s. 











THE CONTROL BATTLE 


By E. K. T. 


that a strong control program be enacted but, as 
usually is the case when mass lobbying takes place, 
there was lack of specific recommendations. Presi- 
dent Truman employed the technique of arraying the 
National Association of Manufacturers against the 
low-income classes and the pensioners, and in that 
matching at least had the advantage of numbers on 
his side. With numerous distractions, many believed 
the President wouldn’t have a big audience. The mail 
shows clearly they were wrong. 


CONGRESS will have an opportunity to show whether 
it is conscientiously interested in getting the full 
truth from government witnesses who appear be- 
fore committees or prefers to control the throttle, 
regulate the flow of testimony. The senate judiciary 
committee has reported out a bill which would im- 
pose a heavy fine on any government executive who 
penalized, by demotion or otherwise, any congres- 
sional committee witness for going beyond his au- 
thorized line of testimony. Lack of such protection 
has kept invaluable information from committees. 
There are cases on record of outspoken subordinates 
having their occupational lives cut short in retalia- 
tion. But the orders to “clam up” frequently came 
from Capitol Hill itself! 


SHOOTING in the dark, the house ways and means 
committee can only guess whether it has reported 
out a tax bill which will approximate defense spend- 
ing or return a substantial surplus. Since congress 
began talking about Mr. Truman’s proposals, the 
Treasury has upped its receipts guess by 3.4 billion 
dollars. Now, with a 7.5 billion dollar tax bill, it is 
predicted that 5 billions will actually come into the 
Treasury next year. And the committee was operat- 
ing with the knowledge that the economy bloc will 
cut deeply into federal expenditures, and that the 
defense spending won’t reach its peak for many 
months, further narrowing the gap between intake 
and outlet. So it’s one big guessing game with bil- 
lions at stake. 


SENATE republicans gave colleague Joseph McCarthy 
the coldest of cold shoulders when he launched a 
60,000-word attack on the wartime Chief of Staff 
and now Secretary of Defense, Gen. George C. Mar- 
shall. The departures were significant. 
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Administration attempts to force congress into 
enactment of a stronger Defense Production Act insofar as 
wage, hour, and material controls are concerned, may 
- | have seriously damaging results. That insistence is a 
; AA We prime course in the delay which now appears likely to 
/ carry past the law's present expiration date, June 30, and 
into the next fiscal year. Two results could flow from 
such a happening: 1. Present controls could be extended by 
Ga To resolution, pending decision by congress on the extender. 


2. Controls might be allowed to lapse awaiting passage 





























Press The first of these situations could cause 
little harm. It would give rise to some uncertainty and 


foot-dragging on the part of administrative forces, but 
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The alternative, lapsing controls, would be fraught with 
danger, however brief the period of inactivity. This 
would be especially true of the priority and materials 
allocation features of the law. Those who take a contrary view reason that the 
American public, realizing a defense mobilization law is inevitable, could be appealed 



































: aS | to for patriotic action in these critical times. Forgotten is the fact that voluntary 
wt controls were tried before DPA was enacted. It didn't work. 

ow Leaders on Capitol Hill say there would be little difficulty putting through 
; the peer eo gence poe oy agg honnegag Ppa lash ge a Mme: 











that | 2 Bew law substantially the same as the one now nearing its end. Even the democrats 
S$ on say the statute is not perfect, and they would be in favor of some revisions which might 
eved | be considered a weakening. 


mail : , 
But President Truman is demanding more and broader powers and the congress- 
ther | men are not disposed to go that far. The White House has claimed great strides in the 











full | War on inflation under the existing law. And the lawmakers are asking: Why, then, 
be- | change it? 
cn A congressional committee considering postal matters narrowly escaped plac- 
im- | ing itself in an embarrassing position. With loud declamations of intention to make 
who the Post Office Department self-supporting, it voted to recommend postal rate increases 
sres- | which would bring in an additional 123.5 million dollars annually. That wasn't a 

au- | very impressive showing, but it was as much as the more sanguine members believed con- 

















— gress would approve, and more than several believe will be indorsed. Having accomp- 
aha lished this, the lawmakers then passed a postal pay raise bill which would put the 








alia- Department 150 million dollars in the hole, increasing the deficit about 25 millions 
ame | above the level existing before postal rate increases. It seemed a little foolish, so 
the pay raise was reconsidered, tabled. 




















pans —s . 
rted Small merchants are knocking at the Federal Trade Commission doors, asking 
end- relief from the results of New York City's price wars, spread to some extent to nearby 











ress states. They realize that a merchant may sell a commodity he purchases at any price 
the he chooses to fix, now that the Miller-Tydings Act has gone by the board. But they are 
a voicing suspicion that producers now are going the whole hog, abetting big stores in 
ine the war of prices, giving them favorable discounts to get merchandise moving and 
rat- | advertised. 

vr Asked is a strict application of the Robinson-Patman Act, a federal prohi- 
any bition against price discrimination in the wholesale-retail relationship. The Act 
take | hadn't been effective in previous tries. Quantity discounts have survived court tests. 


bil- 

















The economic peace which has prevailed at the United States-Canadian border, 
one of the few large international boundaries not militarily policed, is threatened. 
rthy Canada has shown little disposition to intervene to prevent an increase in the cost 
da of newsprint, and that means publishers in this country face an additional operating 


= cost of 50 million dollars a year, based on a $10 a ton increase. 























This country relies on Canada for 80 per cent of the tonnage of print paper 
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it consumes; and incidentally uses about the same percentage of the world consump- 
tion at a time when other nations are crying for the commodity, offering the Dominion 
prices which the Canadians seem unable to resist. 








The Office of Price Administration flatly claims the Canadians failed to 
keep an agreement, a deal to consult with the United States before permitting a price 
rise on newsprint (officially declared an essential commodity subject to price 
control, but not actually under such control). The Dominion Government answered that 
no such agreement was formalized, was talked of. At that point, OPA Director Michael 
Di Salle mentioned the subject which might cause a serious economic rift — a weapon 




















impose import controls against Canadian products which, unlike newsprint, must find 
a market here or sell at a loss elsewhere. 











Instead of delivering the knockout punch to Dean Acheson's occupancy of the 

State secretaryship, the MacArthur hearings may have cemented him in that job. Acheson 
was not the easy target some of his foes had expected he would be when he appeared 
before the committee; some of them were so anxious to get at him that they sought to 
change the order of witnesses, call him before the military men had been heard. 

Even the republican leadership agrees he proved an able witness. Not that they agree 
with him any more than they did in the past, but they concede the cold transcript 
handed out to the press for public consumption did Acheson more good than harm. 





























By constant repetition, detractors had convinced many that the Secretary was 
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others. President Truman considers that his No. 1 Cabinet member put down any such 
notions — so much so, in fact, that there's a new, more pronounced cockiness in the 
White House. That springs not only from Acheson's performance but also from the fact 
that the committee hearings marked the first substantial Dixiecrat defense of the 
Administration. Georgia's Senator Richard B. Russell went all-out for party policy. 




















Federal Housing Administration mortgage insurance may come to an end any 
day. This has been indicated by the Housing and Home Finance Agency in a report to the 
senate banking and currency committee. It supplies the information that, as of May 
i, only 200 million dollars remained of its 9 billion dollar mortgage insurance 
authority. And, at the rate commitments are being used, the balance was not expected 
to last through June. The senate has legislation pending which would provide 1.5 
billion dollars of new money, but would restrict its use to critical housing areas. 
The private housing industry was alerted by reports attempts will be made to tack an 
entirely new housing bill onto the measure. 






































In spite of the fact that farmers are singing the blues over their economic 
Status and outlook, prices of farms are higher today than one year ago. Demand for 
rural property is strong. National Association of Real Estate Boards has surveyed 347 
cities in its 52nd study of the real estate market. The increased price level was 
noted in 65 per cent of the reporting areas; farm lands were selling at about the 
same price as last year in 32 per cent of the districts; only three reported drops. 
Volume of sales was higher in 30 per cent of the areas, lower in 30 per cent, and static 
in 40 per cent. East North Central States showed greatest sales activity. 
































The increasing number of women in the labor force is being used as an 














ter not rely too heavily upon the argument. Examination by the Women's Bureau of 
the U.S. Department of Labor shows that the wartime factory jobs now, as in World 
War 2 days, are being filled by home-makers and aren't attracting from the professions. 
Salaries are comparable in some instances, not all along the line. 











mobilization or wartime economy. Female workers on jobs ordinarily handled by men 
are first to go when reconversion sets in; past experience is that the novelty and 
excitement is almost as great an inducement as the money, and many simply quit when 
that dies down. Today, one-third of all females over 135 years of age are employed 
gainfully. 
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— AS A SOURCE OF RAW MATERIALS? 
By V. L. HOROTH 


Al year ago when the North Korean Reds 
launched their ill-fated drive for conquest, it seemed 
that for the second time within a decade, the Free 
World would be cut off from certain indispensable 
raw materials and foodstuffs produced in the 
“fringe” countries of the great Asian “Heartland.” 
The scramble for goods that followed was in par- 
ticular for the products of Southwestern Asia: rub- 
ber, tin, tungsten, cocoanut oil, hemp, pepper, and 
a number of other commodities including silk. 

The singular position that the countries of South- 
eastern Asia have achieved in the modern world as 
the suppliers of essential industrial raw materials 
has been primarily due to a combination of factors 
which are not present in other tropical areas: (1) an 
ample supply of labor, (2) the presence of mineral 
wealth and natural fertility of soil, and (3) political 
and social stability that encouraged a constant inflow 
of capital into mines and plantations, and later into 
industrial enterprises. 

Fortunately the fear that communist aggression 
would engulf Southeastern Asia has so far proved 
unfounded, and with the flow of raw materials con- 
tinuing, the post-Korean price bulge is being gradu- 
ally eliminated. But uncertainty remains, especially 
about the loyalty of the large Chinese minority in 
such countries as Siam and Indonesia. And social 
and economic experimentations as well as unbridled 
deficit spending in Indonesia, Burma, and elsewhere 
make it rather doubtful that Southeastern Asia will 
ever attain its prewar importance as a producer of 
essential industrial raw materials and foodstuffs. 
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Thus the problem of the development of additional 
resources is still with us, and the question is in what 
part of the world can be found (a) plentiful labor, 
(b) relative political stability which would attract 
outside capital and (c) natural resources. The war 
has speeded up the exploitation of natural resources 
in Latin America, but there is always some govern- 
ment instability (Bolivia), and the lack of labor 
prevents successful production of such a commodity 
as rubber. 

Last spring the writer of this article visited 
Africa in an effort, among other things, to appraise 
on the spot the chances of that continent stepping 
into Southeastern Asia’s shoes. During the two- 
month journey he covered some 10,000 miles—from 
French North Africa through French West Africa, 
the Gold Coast and Nigeria into French Equatorial 
Africa and almost to the gates of the Belgian Congo. 
For ordinary travelling, a greater part of Africa 
remains still an “untamed” continent, but the trip 
has had its rewards. 


Vast Continent But Poor Transportation 


Africa is about four times as large as the conti- 
nental United States and of this, the vast distances 
that have to be covered are a constant reminder. 
While all the larger cities can be quite conveniently 
reached by air, land communications are slow and 
woefully inadequate. That means it is either physi- 
cally impossible or too expensive to move the bulky 
products from the interior, such as peanuts, cotton 
and hides, to the coastal cities. 

There are not many good ports either; in French 
West Africa which is larger than the United States, 
one can count the number of good ports on one’s 
fingers. Without adequate transpartation, there is 
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every visiting American as a_ potential 
enterpreneur and employer of labor. | 
There are other highly mineralized 


























Percentage ef World Production ae 
_— ge of areas: Central Nigeria, the Katanga re- 
1937 1948 gion of the Belgian Congo and the adja- 
cent parts of Northern Rhodesia, and of 
a sesssennnee aT ge — se a at course the Transvaal and the Orange Free 
iamonds ............ é 3 elgian Congo, Union of S. A., Angola . . 
OS eee 84.9 80.1 Belg. Congo, Morocco, Northern Rhodesia State in the Union. One of the great areas 
—  Aeteenaeae 46.5 58.9 Union of S. A., Gold Coast, Southern Rhodesia still not thoroughly prospected is the Por- 
Phosphate rock... 35.6 35.5 Morocco, Tunisia, Algeria tuguese colony of Angola, about 214 times 
Chrome ore .......... 34.8 30.8 Southern Rhodesia, Union of S. A. the size of France. Angola is known to 
Manganese ore .... 21.1 29.4 Gold Coast, Union of S, A., Morocco mnie ° 
Vanadium ... & 19.4 Southwest Africa, Northern Rhodesia ms have uranium, tin, sulphur, copper, wee 
Copper .. 7 18.2 Northern Rhodesia, Belg. Congo, Union of S. A. deposits of iron ore and manganese, an 
Wie ee cor wt eod ss 15.3 Congo, Nigeria, Union of S. A. even petroleum which is one of the min- 
Platinum metals... 13.7 14.5 Union of South Africa erals non-existent in Africa except for 
ae 12.8 13.6 Morocco, Southern Rhodesia, Union of S. A. ° * ° 
Antimony ............ 2.7 12.0 Morocco, Algeria, Southern Rhodesia Egypt and a As far as 1S now 
SOOM -.:.;...0c5:. Bo 9.4 Belg. Congo, Union of S. A. known, Africa is also poor, as . will be 
GOROONe: ..4.:..:... Fo 7.0 Madagascar, Morocco, Union of S. A. seen from the first of the tables, in baux- 
MICA oeeeeeeesssessesin 3.6 Madagascar ite, lead, zinc, tungsten, and nickel. Some 
eS eee 1.9 3.3. French North Africa of the world’s richest seams of coal are 
iene :....2.......; , 2.8 2.8 Algeria, Sierra Leone, Spanish Morocco 4 a . 
eee . wae 2.2, Union of S. A., Southern Rhodesia found in South Africa and Southern Rho- 
Tungsten ............... 1.0 1.9 Union of South Africa desia, but the extent of coal exploitation 
Lead ....... g * Congo, Northern Rhodesia, Southwest Africa is negligible when compared with other 
MINOR Gs sie csseciss . * Gold Coast ; 
continents. 
*—Less than one percent. Aaricultural Prod * Ww ° 
NOTE: Other minerals in which Africa is poor include petroleum, nickel and zinc. gricultura roduction anting 
Source: U.N. Eco. & Social Council: “Review of Eco. Conditions in Africa’ and nce : . 
other sources. As a whole, Africa’s mineral wealth is 
SL so great and so diversified that it could 


not much sense in pushing the development of the 
so-called “inland delta” of the Niger river where 
large quantities of cotton, rice, peanuts, and other 
products could be raised to feed the growing Afri- 
can population. 


There are untold possibilities yet for the produc- 
tion of cotton, peanuts, palm oil, minerals, and even 
such products as coffee in the provinces of Ubangi, 
Gaboon, and Middle Congo of French Equatorial 
Africa, but they must remain unrealized until some 
cheap means of transportation is developed to get 
the produce out. 


Yet travelling in Africa, one is also constantly 
aware of the accomplishments already made. At the 
beginning of this century, there were still many 
blank spots on the map of Africa. Today, modern 
sections of such a metropolis as Casablanca compare 
favorably with any city in the United States. Marra- 
kech, Tunis, Algier, Rabat in the North, Nairobi 
in Kenya, Entebbe in Uganda, and Salisbury in 
Southern Rhodesia have beautiful modern sections, 
and the same is true of Tangier with its many banking 
houses, and Leopoldville where the wealth of the 
Belgian Congo is on display. 


Africa’s Mineral Riches 


The most obvious.are the mineral resources. This 
is because capital has gone largely into such devel- 
opment, but there is still plenty of opportunity if 
the reports of prospecting teams are correct. The 
great range of the Atlas Mountains to the north 
of the Sahara is apparently a veritable storehouse 
of non-ferrous metals and ferro-alloys such as 
cobalt. Some on the newly “discovered” locations 
appear to have been worked by the old Romans and 
Phoenicians. There is plenty of iron ore and phos- 
phate rock to be tapped. Since most of the testing 
equipment comes from the United States, and since 
a good deal of modernizing is financed by Marshall 
Plan money, the Moroccans have come to regard 
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supply the Free World if Southeastern 
Asia should be lost. But costs ‘would be higher, be- 
cause of the long and expensive haul through largely 
empty areas as in Angola or in French West Africa. 
In contrast with mineral resources, it would be 
much more difficult to replace the vast and highly 
diversified agricultural production of Southeast Asia. 
As will be seen from the second table, there are 
only three products in which Africa leads the rest 
of the world: sisal, palm oil, and cocoa. In respect 
to cocoa, however, the largest producing country, the 
Gold Coast, is threatened by the spread of the “swol- 
len root” disease. 


During the war and again in recent years, high 
prices and even more so the shortage of dollars has 
encouraged the production of citrus fruit, sugar, 
various oilseeds, and rubber. Southern Rhodesia and 
Nyasaland now supply a considerable part of the 
tobacco consumed in Great Britain, thereby saving 
that country precious dollars. Similarly, Belgium and 
France cover a growing proportion of their coffee 
consumption by production in their colonies. 

However, apart from a few commodities the pro- 
duction of which happens to be expanding, the state 
of Africa’s agriculture is a problem that is likely 
to get worse instead of better. For this the harsh 
climate is partly responsible. The countries around 
the Sahara and in the extreme south suffer from 
too little moisture and on an average only two out 
of three crops come through. The middle part is a 
tropical jungle with too much rain. But this is not all. 


An area much larger than the United States is 
infested by the tse-tse fly which precludes a healthy 
livestock industry. Except for river valleys, African 
soil is wanting in humus. It needs fertilizers. Agri- 
cultural methods practised by the natives are down- 
right wasteful. Patches of land are cleared and after 
cropping left fallow. In rainy sections, because of the 
lack of cover, the soil is washed into the sea. 

As the population grows, the supply of land for 
clearing decreases. In parts of Nigeria and in some 
(once) most fertile parts of Kenya, there is more 
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fallow land than land under cultivation. In such 
areas the “shifting cultivation” method has col- 
lapsed, and the empoverished natives either flock 
into cities or spill into other areas, causing trouble. 

Nigeria which has now some 25 million people 
and whose population is increasing at a rate of 
400,000 a year, may be the first African country 
south of the Sahara to be faced with a food short- 
age, unless something is done about crop rotation, 
improvement of yields, and above all water conser- 
vation. However, all these things will take time and 
money and the question is who is going to provide 
the latter. 

There is no such thing as “capital creation” in 
Africa where the average income (in the tropical 
sections) is about $20-30 a year. All capital has 
to be imported. If the Free World wants the Afri- 
cans to resist the teachings of Moscow, and if it 
wants to benefit from Africa’s natural resources 
and at the same time to develop this potential mar- 
ket, then in the future some capital must be invested 
in fruitful exploitation of African resources for 
internal African needs (rather than for export only) 
as well as in the African’s education. 

The African does not need tractors. He needs 
instruction, an iron plow and a few domestic ani- 
mals to replace the wooden stick with which the 
good earth is being scratched now. The countryside 
needs erosion control, planting of trees and the con- 
servation of water resources. Proper cultivation 
would undoubtedly work wonders in such a coun- 
try as Morocco which has the same climate and same 
kind of soil as our California, but where yields are 
now only one-fourth as large as here. 

The few independent African countries (the 
Union, Egypt, Liberia, Ethiopia and Southern Rho- 
desia which has a status somewhere between an 
independent dominion and a colony) as well as most 
of the colonial governments have long range devel- 
opment plans which call for more or less balanced 
development with a two-fold objective: To develop 
resources for export and at the same time to pro- 
mote the welfare of the natives. The British, possibly 
becguse of the Labor Govern- 


North African countries the spending of about $760 
million. The Belgians intend to spend altogether 
about $500 million in the Congo. 

In general, the development plans have been slow 
in getting under way. In the French African colonies 
in particular, the projects started up to now such 
as the logging operations in Gaboon and Cameroons, 
and the Conaky iron ore mines in Guinea, have 
been financed either with E.C.A. funds directly or 
with the “Counterpart” funds which is indirectly 
Marshall Plan money also. With the capital shortage 
in Europe getting more serious than ever and con- 
sidering also the needs of rearmament, the chances 
for the various development plans are none too good, 
especially since ECA appropriations are beginning 
to decline. It is now up to the Point Four program, 
or intergovernmental credits or private capital to 
carry on. 


Nationalism and Population Pressure 


In view of what is happening today in Iran, 
Burma, and Indonesia, private capital is likely to be 
wary. Although the future outlook varies from one 
country to another, there are nationalist rumblings 
in Africa also. In Morocco (which, incidentally has 
profited a great deal by the inflow of French and 
other refugee capital since the war), as well as in 
Algiers and Tunisia, the Arab population in the 
cities (but not so much the feudal-minded Berbers 
in the mountains) are demanding full independence. 

The Moroccan independence party, the Istiqlal, 
dreams of a bloc of Mohamedan countries pursuing 
its own policies between East and West. South of 
the Sahara, nationalist movements are usually lim- 
ited to groups of detribalized people who have come 
to the cities such as Lagos which is now a large 
village of some 300,000, and to a few educated 
natives, likely to be very young, radical, vociferous 
and opinionated. 

In the Gold Coast, the independence party is now 
in control of the Assembly. Its leader, Mr. Kwame 
Nkrumak, was educated (Please turn to page 377) 











ment, have been particularly 
conscious of this “dual man- 
date.” Moreover, there has been 
significant progress made in in- 


Africa: Production of Selected Agricultural Products as 


Percentage of World Output (a) 





tergovernmental cooperation 
with special commissions estab- 
lished last year in London to 


NOTE: The figure in the brackets indicates the percentage which individual commodities represent 
in the total value of exports of a particular country. 





coordinate various plans. Prewar 1948 

In Liberia, a U.S. Economic Rs 63.3 75.5 Tanganyika (55), Kenya, Mozambique 
Mission to provide technical as- Palm Oil .............. 54.8 69.5 Nigeria, French West Africa, Cameroons (45), Kenya 
sistance for development plans COCCE. greeters rrer 66.3 68.3 The Gold Coast, Nigeria, Dahomey 

; ’ Peanuts _...... Bete 18.9 21.6 Nigeria, French West Africa, Uganda 
has been in existence for several Millet & Sorghum.. 20.1 20.6 French West Africa, Nigeria ‘ 
years. In the Union of South Sweet Potatoes... ... 17.9 French West Africa, British East Africa, Nigeria 
Africa, the opening of new gold a 6.2 15.3. Ruanda-Urandi (41), Madagascar, Angola, Ethiopia 
fields in the Orange Free State Sesame seed ........ 6.6 14.2 French West Africa, Nigeria, British East Africa 
in. (|| ae 8.0 11.9 Algeria, Morocco, Tunisia 
pal — Transvaal im Dry beans ............ etn 10.1. French West Africa, North Africa, Nigeria 
public and private invest- |] Wine. 11.0 9.7. French North Africa 

ment of about £200 million. The a 8.9 7.4 Union of South Africa, French North Africa 

iti = j NBN ea yd icsensacenss §5 5.7 Mauritius (95), Reunion (68), Union of S, A., Mozambique 
nog eed of i Cottonseed .......... 3.4 4.9 Anglo-Egyptian Sudan, Uganda, French West Africa 

e abanaone anganylka COWMON 2.0. sec25c0005cc 3.1 4.4 Anglo-Egyptian Sudan (67), Uganda (52), French West Africa 
groundnut (peanut) scheme was Citrus fruit ............ 3.3 4.3 French North Africa, Union of South Africa 
a part, ealls for the investment LC a ree 2.6 3.5 Nyasaland (54), Southern Rhodesia (44) 

f th ivalent of about $435 OO RRA aes ape 1.8 3.3. Kenya, Nyasaland, Uganda, Mozambique 

of the equivalent of about $ eee ‘9 2.8 Liberia (90), Belgian Congo 
million. The French 10-year eS 1.0 1.4. French West Africa 





plan for the lands south of the 
Sahara envisions expenditures 
of about $515 million, and for 


(a)—excluding Egypt. 








Source: UNESCO report: “‘Review of Economic Conditions in Africa’ and others. 
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Maintain Their 
Dividends in 1951 
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SJ he progressive transition to a defense 
economy with all it implies in terms of production 
shifts, controls, sharply higher taxes and other 
factors interfering with the normal course of busi- 
ness and affecting the corporate earnings outlook 
emphasizes the need for careful stock selections for 
investors heavily dependent on stable income from 
dividends. Whether or not last year’s dividends can 
be maintained is becoming a question of trascendent 
importance. 

In the circumstances, any approach to this ques- 
tion must be based on thorough study of what may 
affect earning power in 1951. Consideration of such 
factors as the relation of dividends to net earnings 
last year and the resultant earnings cushion, the 
likely operating and earnings picture ahead and the 
prospect that despite EPT, higher corporate income 
taxes and possibly narrower profit margins, profits 
will remain ample enough to assure dividend stability, 
has become more than ever imperative so as to assure 
investment satisfaction. 

To assist our readers in the search for sound equi- 
ties whose dividend potentials should not deteriorate 
under the impact of new conditions, we have selected 
five concerns which upon analysis fully qualify in 
this respect. In order to provide diversification, we 
have chosen well situated companies in various fields. 
In our opinion, the companies selected are not only 
well managed and soundly financed, but also favor- 
ably situated to prosper satisfactorily under pros- 
pective conditions. A relatively sheltered tax posi- 
tion, together with promise of high level activity, 
strengthens their outlook for good earning power 
and consequently for maintenance of dividends at 
last year’s rates. 

On this and following pages, we present statistical 
data and brief comments pertinent to the companies 
selected, as well as charts showing long term market 
action of their stocks. 
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CROWN ZELLERBACH CORPORATION 


BUSINESS: This is a well integrated paper maker, having the largest pro- 
duction capacity on the Pacific Coast. Output includes newsprint, paperboard, 
coarse and fine tissues, print papers etc. 


OUTLOOK: The consistent and vigorous growth of this comany will likely 
continue for some time to come. Crown Zellerbach is strongly entrenched 
in the western markets where population and industrial activity has been 
rapidly expanding, and to meet increasing demands, is constantly adding 
to production facilities. Thus a new pulp facility costing $19.7 million is 
planned in the state of Washington, and a new $2 million plant at Los 
Angeles.. Reflecting the results of past expansion and improvements as well 
as continued heavy customer demands, production of paper and pulp estab- 
lished a new record of 674,067 tons for the first three quarters of the fiscal 
year ended April 30. Sales for the period made a new high of $164.4 
million against $124.5 mllion in the preceding comparable span, and net 
per share rose to $5.71 from $4.49. Total 1951 fiscal year net should ap- 
proximate $7.50 a share despite higher taxes, compared with $6.12 earned 
in the preceding fiscal year. Company has an exceptionally favorable EPT 
position which should permit profits of about $6 a share, after payment of 
preferred dividends, before EPT liability is incurred. The latter for the first 
nine months amounted to $2.93 million out of pre-tax earnings of $36.5 
million. Favorable factor in the profit outlook, aside from the fryits of 
expansion, is the considerable widening of profit margins due to higher 
prices and greater productive efficiency, and the prospect for continued 
growth in demand for the company’s numerous products. Ownership of im- 
portant timber reserves assures ample supplies of pulp, although substantial 
quantities are also purchased from outsiders. 


DIVIDENDS: Payments have been made without interruption since 1937, 
and the quarterly rate was raised from 50c to 65c some time ago. An extra 
of 50c was also declared. 1951 dividends should total at least $3.10 as 
against $2.20 paid last year. 

MARKET ACTION: Recent price—52 compares with a 1951 range of High— 
56, Low—48'. Indicated dividend yield is 6%. 


COMPARATIVE BALANCE SHEET ITEMS 













April 30 

1940 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities................. . § 3,949 $ 23,172 +$ 19,223 
eae ere ; 8,574 16,767 + 8,193 
Inventories .... ................ aiaki 12,741 31,988 + 19,247 
Other Current Assets : 457 — 457 
TOTAL CURRENT ASSETS 25,721 71,927 + 46,206 
Net Property .................... . 62,653 92,714 + 30,061 
Investments _............... : 6,258 11,217 + 959 
I a 8,405 5,455 — 2,950 
EN 5s ocncscsnnescsescccescssstch cxeessveroreoness $103,037 $181,313 +$ 78,276 
LIABILITIES 
Accounts Payable ...................cccccccsecossssesees $ 3,204 $ 5,990 +$ 2,78 
Accruals Sieh eedotn hole Aosta hicks oAbwioeoeea eienncde 1,699 4,928 + 3,229 
Acerved Texes ... ..... ass ie 3,115 853 — 2,262 
TOTAL CURRENT LIABILITIES 8,018 11,771 + 3,753 
Other Liabilities ... 1,189 1,427 te 238 
Long Term Debt .. 13,800 23, + 9,200 
Preferred Stock . 52,965 35,819 — 17,14 
Common Stock 11,306 14, + 2,954 
IIS Nd beer E25. ccs casuveasavecescnscenseopepua’ 15,759 95,036 + 79,277 
TOTAL LIABILITIES ....... .... $103,037 $181,313 +$ 78,276 
WORKING CAPITAL ... wu $ 17,703 $ 60,156 +$ 42,453 
ROUT TEND ass occasonsensnssssscstsessscvvsenensases + 29 
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CROWN ZELLERBACH CORP. ZB wey 
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. DOEHLER JARVIS CORP. DJCc io INLAND STEEL IAD — 
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DOEHLER-JARVIS CORPORATION 


BUSINESS: Doehler-Jarvis is the largest independent producer of die-cast- 
ings, accounting for about half of domestic business. Plants are owned in 
New York, Pennsylvania, Ohio, Illinois and Michigan. 


OUTLOOK: Sales last year reached a new high of over $83 million com- 
ared with $65 million in 1949, and despite higher taxes, per share net rose 
to $6.53 from $5.41. This excellent showing reflected the extraordinary 
boom conditions in the auto and appliance industries which took 52% and 
22%, respectively, of company’s output. In the management's view, 1951 
sales may reach another new high despite cutbacks in civilian goods output, 
since business for defense or defense-supporting industries is steadily in- 
creasing. The company in recent years has made important additions to 
manufacturing facilities. Gross property investment rose from $5.4 million 
in 1945 to $21.8 million at the close of 1950, with all expansions accom- 
plished without outside financing. EPT base is relatively favorable; while 
Federal taxes last year doubled to about $6.6 million, only about $450,000 
was for EPT. EPT exemption in 1951, after normal and surtaxes under 
present tax law, is estimated at $5.14 a share. First quarter results continued 
excellent, sales of $24 million comparing with $14.7 million last year when 
business was affected by the Chrysler strike. Per share net came to $1.65 
versus $1 a year ago. Finances are strong and liquid with cash assets 
almost double current liabilities, and working capital of over $40 million. 
There are no senior obligations ahead of the common stock. Company is in 
excellent position to contribute in heavier volume and with even greater 
diversity to the defense program and the prospect points to satisfactory 
earnings for the balance of the year. 


DIVIDENDS: 1950 payment of $2.50 a share, which consisted of four 
quarterlies of 50c each and two extras of 25¢ each, should be duplicated 
this year in view of anticipated wide earnings cushion. 


MARKET ACTION: Recent price—34'2 compares with 1951 range of High— 
35¥2, Low—30%. The indicated yield is 7%. 


COMPARATIVE BALANCE SHEET ITEMS 























June 30 December 31 

1945 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities .................. $ 5,877 $ 4,026 —$ 1,851 
Receivables, Net 3,530 10,592 + 7,062 
UMNREMENING, ooecsccsecctsvssvaczcssesbuneaseoasite getseoseiecess 2,312 8,686 + 6,374 
TOTAL CURRENT ASSETS ...............0 11,719 23,304 + 11,585 
Net Property 3,903 16,637 + 12,734 
Other Assets 448 690 oh 242 
I I oka sissiasstansitpsssaiecascsicoseecdacobexiense $ 16,070 $ 40,631 +$ 24,561 
LIABILITIES 
PCIE PONS ovis ssces cisicicccasctvescsiscssceess $ 4,912 +$ 3,266 
A oe 2,721 — 149 
Meee TEKOS. ......00scsssccessccssesseses 085 a 085 
TOTAL CURRENT LIABILITIES 7,718 + 3,202 
Reserves 700 - 175 
MIN OMNI 5ciicaséveeiacoststaatescevastvassivccivevas 5,345 -} 125 
Surplus ...... 26,868 + 21,409 
TOTAL LIABILITIES $ 40,631 +$ 24,561 
WORKING CAPITAL ............ccccceccsscscsccscsses $ 7,203 $ 15,586 +$ 8,383 
GERRINT RATIO: occcisccscccessscccssescssssossscscsess 2.6 3.0 + 4 
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INLAND STEEL COMPANY 


BUSINESS: This company, the seventh largest steel producer in the U. S. 
and one of the most efficient, has an annual ingot capacity of 3.5 million 
net tons and operates on a completely integrated basis, with about 60% 
of output normally consisting of light steel products. 


OUTLOOK: With demand for steel of all types virtually insatiable, the 
operating and earnings outlook is exceptionally bright. Despite sharply 
higher taxes this year, the rate of earnings should hold fairly close to the 
$7.76 a share reported for 1950. In the first quarter this year, sales came 
to $132.2 million versus $97.7 million a year ago, and net earnings to 
$1.90 a share versus $1.59 despite the fact that normal Federal income 
taxes rose from $6.17 million to $13 million and that there was an EPT 
liability of $4 million. Ingot production during the first quarter averaged 
103.9% of rated capacity and should continue high. 1950 expenditures 
for expansion and improvements amounted to over $20 million, bringing 
the total of such outlays since 1946 to over $116 million. The company cur- 
rently is proceeding with its program to expand ingot capacity to 4.5 
million net tons annually through construction of a new open hearth shop 
expected to be completed early in 1952, thereby further strengthening its 
operating and earnings potential. Company enjoys a relatively favorable 
tax position under EPT which should help minimize tax impacts. Finances 
are strong with cash assets at the year-end more than covering current 
liabilities, and with working capital of $127.7 million at a new high. 
Capitalization is simple consisting of a common stock issue of some 4.9 
million shares preceded by low rate funded debt of $69.2 million. 


DIVIDENDS: The quarterly rate has been raised from 50c to 75c and total 
1951 disbursements should readily match last year’s total of $3.50 which 
included $1.50 in extras. 


MARKET ACTION: Recent price—50 compares with the 1951 range of High 
—62¥2, Low—4814. Indicated dividend yield is 7%. 


COMPARATIVE BALANCE SHEET ITEMS 













December 31 

1940 1950 Change 
ASSETS (000 omitted) 
(SS ens Pot oR OP ESSA RO econ e eer eres $ 20,309 $ 46,993 —$ 26,684 
Marketable Securities 180 52,956 + 52,776 
Receivables, Net ...... 12,351 31,220 + 18,869 
IS cc scctdsdivcseicciniss 34,055 66,428 + 32,373 
TOTAL CURRENT ASSETS 66,895 197,597 + 130,71 
Net Property ................. 102,902 146,421 + 43,519 
Investments 1,881 10,086 2 8, = 
Other Assets ..... = 2,013 2,361 
LOS ut”). CR SRS einer teste ieee ee $173,691 $356,465 Tsten: 74 
LIABILITIES 
NE ooo oes $ 1,400 $ 2,002 +$ 602 
Accounts Payable .. = 5,187 25,809 + 20,622 
CM oo csvecasicsopsvadarastacdaceacce 1,781 7,758 + 5,977 
RORN NOMMR eoiocs cs cscieceseracscncass 8,168 34,291 + 26,123 
TOTAL CURRENT LIABILITIES 16,536 69,860 + 53,324 
CN iiitcceescsicnnoniins 16,960 + 11,326 
Long Term Debt 69,250 + 21,050 
Capital Stock .... 62,500 + 41,745 
sfc 2s cage chon adccdccasoncd aaaalsjsacpicsicen 137,895 95,329 
TOTAL LIABILITIES $356,465 +$182,774 
WORKING CAPITAL ... $127,737 +$ 77,378 
I Naso ea sneyelecsedeccstecsooishacecs 2.8 — 12 






























































































































































































































































































































































































































































































































































NATIONAL DISTILLERS PRODUCTS CORPORATION 


BUSINESS: Company is one of the leading units in the liquor industry, 
operating numerous distilleries which produce long established brands. The 
business includes domestic and imported wines, and sound foundations are 
being laid for chemical expansion. 


OUTLOOK: The company had an excellent first quarter with per share net 
of $1.09 compared to 64c a year ago, despite higher taxes. This marks 
continuation of the income rise in 1950 when sales of nearly $400 million 
produced per share net of $3.45 as against $3.03 earned in 1949 on sales 
of $362 million. The company has large inventories of matured whiskies, 
placing it in a favorable position to maintain stable earnings even should 
output of whiskey and spirits be curtailed through Government restrictions. 
While liquor sales will be the principal source of profits, expanding chemical 
operations should become increasingly important. The company is already 
operating a $10 million plant producing metallic sodium and chlorine. The 
plant, which reached full scale operation only last December, will be 
substantially expanded. Additionally, stockholders have now ratified the 
merger with U. S. Industrial Chemicals, Inc. Stockholders of the latter will 
receive for each share of their stock two shares of National Distillers. It is 
further reported that National Distillers plans to enter the petroleum- 
chemical field in a joint venture with Panhandle Eastern Pipe Line Co. Nego- 
tiation for formation of a new concern are said to be well advanced. If 
consummated, it will mark the third substantial expansion in the chemical 
field, with corresponding enhancement of long term earnings potentials. 
Finances are strong and liquid as indicated by a current ratio of. 5.5 and 
the fact that current liabilities are fully covered by cash assets. Working 
capital at the year-end was about $184 million. 


DIVIDENDS: Payments are being made at a quarterly rate of 50c and are 
amply covered by earning power. 


MARKET ACTION: Recent price—31¥% compares with a 1951 range of High 
—3136, Low—26¥2. Current yield is 6.4%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 















1940 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities .................... $ 1,938 $ 40,754 +$ 38,816 
Receivables, Net 22,553 59,874 + 37,321 
eae 36,278 124,008 + 87,730 
TOTAL CURRENT ASSETS .................000.0.... 60,769 224,636 -+ 163,867 
Net Property 12,553 47,415 + 34,862 
Investments 5,928 8,639 + 2,711 
Cther Assets sé 975 3,868 + 2,893 
TOTAL ASSETS $ 80,225 $284,558 +$204,333 
LIABILITIES 
NR IID © 225 iskassvssnsstitecasenncaseosssbs $ 3,191 $ 7,439 +$ 4,248 
Accruals 3,967 11,979 + 8,012 
NE IIIS one cis onsscsespalstosttcoackeexions 3,289 21,264 + 17,975 
TOTAL CURRENT LIABILITIES .................... 10,447 40,682 + 30,235 
Long Term Debt ....................... 21,108 69,500 + 48,392 
Common Stock ... 28,176 57,425 + 29,249 
NE oe scnscracy 20,494 116,951 + 96,457 
TOTAL LIABILITIES ... $ 80,225 $284,558 +$204,333 
WORKING CAPITAL .... $ 50,322 $183,954 +$133,633 
NED RROD es iaicies osciscasscaavtovoseaseseansive 5.9 5.5 4 





SINCLAIR OIL CORPORATION 


BUSINESS: This is one of the larger independent oil companies holding im- 
portant interests in all divisions of the petroleum industry. Net production 
of crude oil and natural gas is currently at the rate of 108,000 barrels 
daily, and rising. Also has a Venezuelan subsidiary. 


OUTLOOK: The company has expanded refining and pipeline facilities in 
recent years and is conducting an extensive five-year campaign—presently 
ahead of schedule—to raise crude production capacity by 50,000 barrels 
daily. Attainment of this goal will markedly increase the relation of crude 
output to refinery requirements, enhancing company’s position. Strong de- 
mand lifted 1950 gross revenues 16% above 1949 and final net advanced 
30% to $5.81 a share from $4.52. Earnings in the first half of 1951, at least, 
should compare very favorably with last year’s as indicated by first quarter 
net of $1.52 compared with $1.11 in the first 1950 quarter. For this period, 
gross was up 30% and pre-tax net almost 100%. The latter, amounting to 
$30.39 million, was subject to Federal income taxes of $12 million including 
$2.6 million EPT. During the comparable period in 1950, the tax bill was 
$2.55 million. Indicative of the company’s growing stature are 1950 prop- 
erty additions totalling $95 million. Oil and gas reserves reached a new 
high of over 700 million barrels of oil and more than 1% trillion cubic feet 
of gas. An interesting development has been a recent agreement with the 
British American Oil Company, Ltd. for a joint exploration program cover- 
ing about 900 square miles in the Province of Alberta, Canada. Last year, 
the company in the U. S. drilled 314 oil wells compared with 220 in 1949. 
Finances are sound but a conservative dividend policy is indicated for some 
time because of heavy construction expenditures and the company’s debt 
retirement program which calls for repayment of notes totalling almost $100 
million during the next five years. Together, however, these factors add 
materially to the company’s long term growth potentials. 

DIVIDENDS: Total disbursements last year came to $2.50 a share consisting 
of four quarterlies and an extra of 50c. 1951 payments should at least 
equal the same. 

MARKET ACTION: Recent price—40 compares with 1951 range of High—41, 
Low—3414. Indicated yield is 6.2%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 








1940 1950 Change 

ASSETS (000 omitted) 

Cas las a Mane Mae cel Sto $ 43,504 $112,867 +$ 69,363 
Marketable Securities ............................ 1,129 20,632 + 19,503 
Receivables, Net ........... 18,051 61,368 + 43,317 
a EES SR ee see ee 51,061 107,468 + 56,407 
TOTAL CURRENT ASSETS .... 113,745 302,335 + 188,590 
Net Property .................0....... 194,324 469,916 + 275,592 
Investments ... ; 31,476 21,965 — 95 
Other Assets ..... Ss 4,031 4,835 oh 8 
RMN UNNEDNS voc c25is03s svicdcossantstissssavasacsvovnite $343,576 $799,051 +$455,475 
LIABILITIES 

RR ae ares te Ue eR $ 11 $ 13,735 +$ 13,624 
Accounts Payable .. 16,268 60,063 + 43,795 
Accruals _........... 3,535 52,785 + 49,250 
Accrued Taxes . PIAL Senet 2,687 _ — 2,687 
TOTAL CURRENT LIABILITIES 22,601 126,583 + 103,982 
OOS ee eee 8,769 5,852 — 2,917 
Other Liabilities . _ 4,961 + 4,961 
Long Term Debt ... 69,031 177,095 + 108,064 
Common Stock ..... 71,059 62,278 — 8,781 
MONNIIN  6os osp cus cn vcbapnsess 172,116 422,282 + 250,166 
TOTAL LIABILITIES .... $343,576 $799,051 +$455,475 
WORKING CAPITAL .. $ 91,144 $175,752 +$ 84,608 
PR RIND oan cccdvseeisisncscesensavvacsssabesevessses 5.0 2.4 — 2.46 
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By STANLEY DEVLIN 


his promises to be the best year on record for 
the air transportation industry—at least in the num- 
ber of passengers carried and in the volume of freight 
or express handled. Net income in some instances 
may not reach previous peaks established in the war 
years, but financial results seem likely to prove more 
uniformly satisfactory than ever before. 

Principal reasons for this cheerful prospect are: 
(1) Prosperous industrial conditions contributing to 
a high rate of passenger travel; (2) increased effi- 
ciency stemming from utilization of modern equip- 
ment; (3) favorable weather conditions to-date and 
generally better operating experience, that is, free- 
dom from accidents; and (4) generous tax shelter. 

Air travel has demonstrated that it is in a pro- 
nounced uptrend. This growth has been spurred by 
expansion in our military forces since the Korean 
invasion and the subsequent enlargement of arma- 
ment production. More persons have been attracted 
to the airlines also by economies afforded by this 
means of travel—savings in money as well as in time. 
Recent fare increases on first class train tickets have 
given airlines another ‘talking point’ in competit’on 
with railroads. For longer routes fares now are more 
reasonable on airlines than by train when Pullman 
tickets and meals are taken into account. Air-coach 
promotions and “family” ticket reductions also have 
stimulated air travel in recent years. 

Earnings are likely to be stimulated this year by 
more satisfactory passenger loads. Most lines have 
put into service additional modern planes in the last 
year or two. These not only are more economical to 
operate, but usually are designated to serve routes 
where greatest advantage may be taken of their 
greater passenger carrying capacity. Hence benefits 
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Good Flying Weather Ahead pee 
AIRLINES 


of high load factors 
are obtained. Wider 
utilization of safety de- 
vices has enabled the 
industry to maintain 
better schedules and 
thereby improve earn- 
ings through efficien- 
cies and reduced oper- 
ating expenses. 

Especially satisfac- 
tory results in the first 
six months this year 
could be attributed in 
no small measure to 
unusually favorable 
weather conditions in 
the North Atlantic 
area in the first three 
months of the year— 
normally, a period of 
unprofitable opera- 
tions for lines serving 
New York, New Eng- 
land and the Mid-West. 
Probably all but two 
or three lines regis- 
tered encouraging pro- 
fits in the first three 
months largely as a 
result of heavier trav- 
el and the absence of 
abnormal expenses in- 
cident to severe win- 
ter weather. 

As mentioned previ- 
ously, traffic and earnings for the industry as a 
whole give a promise of reaching new peaks. The 
fact that a few lines may fall short of their best 
wartime performances may be explained by growth 
in competition in recent years. Thus while air travel 
has been expanding, some of the smaller lines have 
been gaining more ground than well established 
companies. Indications point to maintenance of im- 
provement at a rate of 15 to 20 per cent, following 
last year’s pattern in which the 16 domestic trunk 
lines registered an increase of 19 per cent in pas- 
senger-miles flown. The new record was about 7.8 
billion, compared with 6.6 billion passenger-miles 
flown in 1949. 

The promising outlook for earnings is supported 
by the highly leveraged nature of the air transpor- 
tation business. Net income rises sharply after the 
break-even point has been achieved, since almost all 
gross revenue flows into net once operating expenses 
have been met. This trend is well illustrated by last 
year’s experience, when the domestic trunk lines 
reported virtually a 
100 per cent jump in 
net income to $51 
million from $24.6 
million in 1949 on 
an expansion in 
traffic of less than 
20 per cent. 

Virtually all lines 
now are in comfort- 
able financial posi- 
tion, whereas two or 
three years ago, sev- 
eral were in trouble 

















and seeking Government assistance. As a result 
of this favorable trend, the Civil Aeronautics Board 
has moved to settle pending mail rate problems. 
The Board proposed recently that a temporary rate 
of 42 cents a ton mile be established for handling 
mail pending agreement on a permanent rate in the 
case of the major lines. Airline operators are hope- 
ful, however, of negotiating more favorable terms 
for future service and of gaining a satisfactory set- 
tlement for past periods on a basis of 60 cents a ton 
mile or perhaps slightly more than this figure. 

Payments last year to American Airlines were 
fixed at 63 cents a mile, Eastern received 67 cents, 
Trans World Airlines 64 cents and United Airlines 
59 cents. Inasmuch as air mail pay accounts for a 
relatively small proportion of income and is steadily 
diminishing, the rate case is not especially important 
as an earnings determinant. Mail revenues account- 
ed for 5.5 per cent of American’s 1950 total, 4.4 per 
cent of Eastern’s receipts, 7.9 per cent of TWA’s 
revenues and 7.7 per cent of United’s. 


Preferred Tax Position 


One of the important reasons for taking a con- 
structive view toward airline shares at this time 
is their preferred tax position. Legislation has been 
designed to protect growing companies and contains 
provisions especially applicable to air transportation 
concerns as a matter of national defense. Moreover, 
because many companies had unprofitable opera- 
tions in 1950, they stand to benefit from tax credits 
by reasons of this fact. Protection against excess 
profits levies is especially important, however, in 
caleulating potential 1951 net profits. 

Airlines have several choices in computing their 
possible liability to assessments in addition to nor- 
mal and surtax imposts. Like other companies, 
they may use the “average earnings” base or the 
credit for invested capital. In addition, airlines 
are granted another option—they may take a special 
credit equal to their normal and surtaxes plus 7 
per cent of invested capital after certain allowances. 
Mail revenues are deductible under all these options 
provided; after such deduction, net is zero or less. 
Accordingly, air mail income affords a source of 
tax shelter unavailable for other industries. 


REVENUES OF DOMESTIC TRUNK AIRLINES 


4oo IN CULLIOMS OF DOLLARS 
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To gain a better idea of what has been going on 
in the industry this year and what results are likely 
to be experienced, it may be appropriate to review 
in detail results recorded by several representative 
companies. Additional data may be found in the ac- 
companying tabulation shedding light on earnings, 
dividends, etc., which may be found useful in apprais- 
ing airlines shares. 

With benefit of excellent weather conditions 
through the latter part of the winter and early 
spring, American Airlines recorded substantial im- 
provement in net operating income in the first quar- 
ter. Net profit was equivalent to 40 cents a share, 
compared with a deficit equal to 26 cents in the 
corresponding period of 1950. Improvement ap- 
parently has continued through the June quarter 
and earnings are estimated to have increased as 
much as 50 per cent over the first quarter. Such a 
showing would suggest that net profit in the first 
half may have approximated $1 a share. 

Although heavier tax burdens are in prospect 
this year, since there will be no repetition of the 
non-recurrent loss on the sale of American Overseas 
Airlines, prospects appear promising for earnings 
for the full year ranging well ahead of the $1.39 
a share of 1950. Such a showing would raise hope 
of dividend distributions this year more generous 
than the 25-cent payment of 1950, but cash require- 
ments still are heavy in financing an extensive en- 
largement of equipment. Several additional DC-6’s 
recently have been added by the company to meet 
requirements of the rapidly growing coast-to-coast 
srvice. 

Eastern Air Lines, serving a territory of greatest 
traffic density, is regarded as the strongest unit in 
the industry. Reflecting generally favorable business 
conditions, notably travel between New York and 
Florida, this company boosted earnings in the March 
quarter to the equivalent of $1.08 a share from 66 
cents in the corresponding period of 1950. Although 
the summer quarters normally are not quite so 
profitable, traffic appears to have held up well re- 
cently, partly as a result of promotion of summer 
vacations in Florida, and indications point to earn- 
ings this year not only exceeding last year’s $2.19 

a share but establishing another new high record. 
As in the case of other major carriers, earnings are 
subject to adjustment after settlement 
of permanent air mail rates retroactive 
to 1948. 


Mail Revenues a Negligible Factor 


Mail revenues contribute a negligible 
portion of Eastern’s income, however, 
and it seems reasonable to believe that 
projected mail pay cuts may have com- 
paratively little effect on net results. 
Taking into account possible use of mail 
revenue credits, the company’s net excess 
profits tax exemption is calculated at 
more than $2.50 a share, suggesting that 
net income this year may range upward 
of this figure. Management has consist- 
ently followed a conservative dividend 
policy, however, and distributions may be 
expected to remain limited. It seems pos- 
sible that payments for the year may be 
at least double the 25-cent distribution 
of 1950. Substantial expansion in new 
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equipment is being financed through a two-year $30 
million bank loan. 

National Airlines, also serving among other routes 
the profitable New York-Miami run, has experienced 
the best year in its history in the twelve months 
ended June 30. Net profit in the nine months ended 
March 31 rose to $2.08 a share from the modest 
amount of 16 cents a share in the corresponding 
period of the previous fiscal year. For the year 
ended June 30 earnings may have come close to 
$2.75 a share, depending on year-end adjustments 
and excess profits tax credits. Such a showing 
would compare with 56 cents a share for the fiscal 
year ended June 30, 1950. In recognition of this 
dramatic recovery, management declared a 25-cent 
initial dividend early this year. 

Despite keen competition from Eastern, this car- 
rier has been showing strong growth potentialities 
in developing traffic in normally dull periods. Ar- 
rangements have been completed for exchange of 
equipment with Pan American as well as Panagra 
whereby the company hopes to spur through-travel 
from New York to Latin American countries. De- 
pendence on mail pay apparently is diminishing and 
the company has greatly strengthened its financial 
position since the prolonged strike of pilots that 
hampered operations a couple of years ago. 

Northwest Airlines appears to have turned the 
corner after many disappointments. The line has 
been plagued by unfortunate accidents—attributed 
by pilots at least to difficulties in operating Martin 
2-0-2 planes. The company now has withdrawn these 
from service and has replaced them with DC-6s or 
similar equipment. Arrangements have been dis- 
cussed for sale of the Martin equipment. Heavy 
expenses incident to maintaining a lengthy route 
linking New York and the Mid-West with Alaska 
and the Orient necessitated financial relief in con- 
nection with mail pay adjustments. Award of back 
pay by the Civil Aeronautics Board for three years 
to the end of 1950 amounting to $4.7 million enabled 
the company t reduce last year’s net loss to about 
$135,000. This compared with a net profit of al- 
most $1.4 million in 1949. With improvement in 
outlook, this unit gives promise of more satisfactory 
results and may be a candidate for a merger with 
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a non-competing line. 

Pan American World Airways has concentrated 
its operations on overseas routes, some of which 
have proved especially profitable and others which 
have shown little promise. Acquisition of American 
Overseas properties almost a year ago from Ameri- 
can Airlines strengthened the company’s competitive 
position in serving the Atlantic route. Problems 
have been encountered in developing other routes 
and in effecting operating economies in the former 
American Overseas division with the result that 
earnings potentialities are not easy to predict. The 
outlook is regarded as reasonably promising for 
improvement this year in earnings as compared 
with the 1950 results of 66 cents a share. Such a 
showing would encourage expectation of repetition 
of last year’s dividend of 50 cents a share. 

Trans World Airlines operates trans-Atlantic 
routes to Paris as well as to London, Frankfort and 
other European centers. Domestic routes link New 
York with the Pacific Coast. This company has been 
hampered by disappointing results at times and 
by less satisfactory (Please turn to page 374) 
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Pertinent Statistics on Leading Airline Companies 





Total Operating Revenues Operating 
Ist Ratio* 
Quarter 1950 1949 1950 
1951 





(Millions) % 


1949 


Net Per Share-—————— Dividends 
Ist Quar. 


%, 1951 


Price Range 


1950 1949 1958 1950-51 





80.5% 
90.0 
92.5 
87.0 
96.2 
100.5 
S77 
90.0 
88.0 
88.8 


$118.6 
21.3 
29.8 
78.4 
15.93 
51.3 
152.5 
117.0 
104.0 
14.2 


$103.2 
18.4 
26.7 
69.7 
12.6 
40.5 
137.2 
105.6 
91.5 
11.5 


American Airlines ...........$ 33.9 
Braniff Airways ................ 6.0 
Capital Airlines 

Eastern Air Lines .............. 
National Airlines 

Northwest Airlines 

Pan Amer. World Airways 38.2 
Trans World Airlines........ 29.7 
United Air Lines 

Western Air Lines 


90.8% $ .40 
97.5 44 
95.1 one 
94.5 
99.8 
96.2 
97.3 : 
93.3 06 
93.7 61 
91.6 32 


$ 1.39 $ .89 $ .25 16%- 9% 
1.23 22 25 16 - 7% 
2.20 3.511 : 17%- 8% 
2.19 82 25 24%4-13% 

563 04 E 17 - 6% 

(d) .71 1.11 oe 15%- 8 

664 41 50 13%- 8 

2.68 1.54 cats 27%-15% 
2.91 88 75 31-13% 
1.50 82 .255 16 -7% 


1.08 
2.082 
(d) 2.10 





*—Ratio of operating expenses fo operating revenue. 
(d)—Deficit. 

1_Includes profits on purchase of debentures equal to $1.60 per share. 
29 months ended March 31, 1951. 
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3—Year ended June 30, 1950. 
4_Includes profit of $3,356,334 from sale of assets. 
5—Paid so far in 1951. 
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By GEORGE W. MATHIS 


a listings of securities on the New York 
Stock Exchange occur quite frequently. Hardly a 
month passes by without a handful of them making 
their bow as newcomers to the “Big Board’’. 

Some of them are not widely known, sometimes 
“graduating” from smaller regional exchanges or 
the unlisted market. Others are the securities of im- 
portant and well-known corporations whose manage- 
mens for some reasun have had no particular urge 
to see their shares listed on the world’s biggest stock 
exchange. Yet they are by no means strangers to the 
investment world. A good example are the shares of 
Aluminum Co. of America and Cities Service Com- 
pany, previously listed on the New York Curb Ex- 
change but recently transferred to the “Big Board.” 
Having been frequently discussed in this publication, 
they need no introduction to our readers. 

But there are also others, concerning which many 
investors may have had no previous opportunity to 
learn the fundamental facts of their history, business, 
financial status and future prospects. Among them 
one can find old established companies as well as 
relatively new ones, large and small concerns. In the 
following we briefly offer summaries of essential 
facts as they pertain to some of these newcomers, 
referring the reader to the appended table for statis- 
tical information. 


Mergenthaler Linotype Company may be a new- 
comer on the N. Y. Stock Exhange but its business 
dates back more than 65 years, making it the oldest 
manufacturer of type-setting machines. The present 
company was incorporated in 1895 as the successor 
to a business which in 1886 produced the first com- 
mercial linotype controlled by finger keys. 

Since then the company has made many thousands 
of these intricate machines and many millions of 
matrices used with them. Its main plant at Brooklyn, 
N. Y. under normal working conditions has an annual 
capacity of 3,000 linotypes and 50 million matrices. 
In this country Mergenthaler has eight sales offices 
and service agencies. Distributors and agents are also 
located in South and Central America. The company’s 
principal subsidiary, Linotype & Machinery Ltd., 
London, England, manufactures linotype machines, 
presses and other printing equipment and handles 
sales throughout Europe, Africa and Asia. A German 
subsidiary of the British concern is maintained in 
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Frankfurt. Canadian and Brazilian sales and service 
agencies are also in operation. Last year, the com- 
pany reached further into the various branches of 
the printing trade by acquisition of Davidson Manu- 
facturing Co. of Chicago which makes rotary dupli- 
cating presses, paper feeders, folders, plates and 
other supplies used in offset printing. 


The decision to list the stock (it’s been traded | 


on the Boston Stock Exchange) followed last year’s 
approval of a two-for-one stock split which increased 
the number of shares outstanding to 512,000. There 
is no funded debt and no preferred stock. The com- 
pany’s fiscal year ends on September 30. 

In fiscal 1950, net sales amounted to $18.9 million 
and net income equalled $4.01 a share compared with 
$7.12 earned in the preceding fiscal period which 
marked the postwar earnings tov. For the six months 
ended March 31, 1951, sales were reported at $10.5 
million and per share net with $2.36 compared with 
$2.03 in the comparable preceding period. 

Dividends last year consisted of four quarterly 
payments of 75¢ each and an extra of $2, totaling $5 
on a pre-split basis and $2.50 a share on an adjusted 
basis. After the split, an initial quarterly payment 
of 40¢ a share was made and this rate will likely. 
continue, probably later supplemented by a year-end 
extra. The stock currently sells around 29. Dividends 
have been paid since 1895, interrupted only in 1934- 
35 and in 1939. Mergenthaler has a sizeable backlog 
of regular orders and defense contracts of over $10 
million. During the last war, it manufactured some 
$70 million worth of fire control apparatus and other 
equipment for the armed forces. 


Kaiser Aluminum & Chemical Corporation 


Around mid-May, the outstanding capital stock 
(3,120,000 shares, par value $1 per share) of Kaiser 
Aluminum & Chemical Corporation was admitted to 
trading on the New York Stock Exchange. The cor- 
poration is one of the three producers of primary 
aluminum in the country, supplying approximately 
21% of the national total. Seven plants in California, 
Washington, Ohio, Maryland and Louisiana produce 
both primary aluminum and fabricated aluminum 
products, which account for about 96% of the cor- 
poration’s sales and gross profits. ‘Five other plants 
in California make chemical and refractory products, 
as well as raw materials for Kaiser Magnesium Co., 
a wholly-owned subsidiary. 
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Originally, the Kaiser concern was incorporated in 
1940 as Todd-California Shipbuilding Corporation. 
The name was changed to The Permanente Metals 
Corp., when it entered the light metals industry, pro- 
ducing magnesium as well as building ships in World 
War II. With aluminum production later becoming 
the principal line, the present name was adopted in 
1949. 

The company is engaged in a major expansion pro- 
gram financed by the sale to institutional investors 
of $75 million first mortgage bonds and by company 
funds. Certificates of Necessity were issued to the 
corporation, authorizing five-year amortization of 
80% of the total cost of the expansion program. 

At present, Kaiser has an aluminum ingot capacity 
of 170,000 tons. This year, 20,000 tons were added 
and another 100,000 tons is expected to be added by 
mid-1952. This 80% increase in basic ingot capacity 
over 1950, accompanied by large additions to fabri- 
cating operations, is the biggest in the industry and 
compares with an increase of about 45% for Reynolds 
Metals and 30% for Aluminum Co. of America. 

Thus Kaiser is well on the way towards becoming 
a substantial factor in one of the nation’s basic indus- 
tries. Already a good-sized concern, it is growing fast. 
As it is, Government guarantees will assure markets 
for the new aluminum facilities for five years. Lower 
operating costs are indicated in the future because 
of new low cost plant and lower bauxite costs which 
should prevail when the company begins to draw on 
its own reserves in Jamaica, British West Indies. 

With the repayment of its debt to the Government 
early this year, Kaiser Aluminum is now 100% pri- 
vately financed. Ahead of the common stock issue is 
a long term debt of some $112 million, consisting of 
the aforementioned $75 million bond issue and bank 
loans, the latter partly used for retirement of pur- 
chase money mortgages on five aluminum plants. 

Net earnings and sales for the nine months of the 
last fiscal year (ended May 31) surpassed the pre- 
vious full year (see table) and while full results for 
fiscal 1951 have not yet been published, per share 
profits are estimated at between $4.75 and $5. Cash 
dividends are currently being paid at an annual rate 
of $1.30 a share, a rate that is amply covered by 
earning power. 


Standard Coil Products Co. Inc., previously traded 


over-the-counter, is another recent newcomer on the 
Stock Exchange, with a capitalization of 1,470,000 
$1 par common shares after a five-for-one stock split 
last year. The company is the leading manufacturing 
in the U. S. of “tuners” for television sets, and last 
year supplied such tuners for over 40% of all TV 
sets produced. It also makes small coils and other 
products for various electronic devices. 

Its six plants are located chiefly in Chicago and 
Los Angeles, with headquarters in the latter city. 
In January, the company acquired from Square D 
Company the latter’s Kollsman Division in Elmhurst, 
New York, for a purchase price of around $5 million. 
Kollsman for many years has been recognized as 
world leader in the development and manufacture of 
aircraft instruments. Its principal customers are the 
air forces of this country and other friendly nations, 
and commercial airlines. 


Beneficiary of TV Boom 


This acquisition considerably broadens the poten- 
tials of Standard Coil which already had shown re- 
markable growth in recent years coincident to the 
television boom as attested by a rise in sales from 
$16.6 million in 1949 to $35.6 million last year. Net 
profits rose from $2.57 million to $5.26 million, or 
on a per share basis from $1.75 to $3.58. For the first 
quarter of 1951, sales were $12.75 million (including 
Kollsman) and net profit came te 76¢ a share. At 
present, dividends are paid at a quarterly rate of 25 
cents. 

As to EPT, the company expects to obtain some 
relief from the application of the “growth” formula 
under the tax law; it has calculated that the EPT 
credit for 1951 should amount to about $5.6 million 
which would be somewhat less than $4 a share. Last 
year’s pretax earnings were $10.46 million and the 
tax bill came to $5.19 million. 

The company’s earnings and operating outlook 
appears quite bright. The Kollsman division has an 
order backlog of about $18 million, and while the 
TV boom presently is ebbing, reducing demand for 
tuners, Standard Coil is putting greater emphasis 
on radar and communications, thereby providing 
common ground for the design and development work 
of both companies. (Please turn to page 376) 
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Statistical Data On Issues Newly Listed On the “Big Board” 
——Ist Quarter-———- —————-1950--—_—_ 
1951 
Net Net 
Sales Per Share Sales Per Share —————————_Nett Per Share —————__—__ D'v. Recent Price-Range | 
(Millicns) (Millicns) 1949 1948 1947 1946 1950 = Yield Price 1950-51 

Aluminum Co. of America $ — $ — $481.6 $9.07 $ 3.77 $7.66 $5.64 $3.70 $2.00 28% 6912 77 -51% 
Amalgamated Sugar 21.77 _— 32.94 2.434 3.37 5.62 2.79 1.62 1.408 8.1 17% 19 -13 
Cities Service Company 221.2 5.15 693.3 14.58 14.87 Vase 10.93 6.41 5.00° 4.8 102% 112%-63%2 
Continental Copper & Steel 

Indust. 30.07 2.117 23.28 328 49 _ _ — 356 3.9 9 11M%4- 2 
Honolulu Oil Corp. bo 96 21.9 3.58 3.69 7.06 3.74 2.30 2.50 4.8 5214 6634-2412 
Kaiser Aluminum & Chemical 88.72 3.402 76.21 3.381 3.85 3.85 2.23 a 1.555 4.9 31% 3334-11% 
Mergenthaler Linotype Co. 10.5% 2.363 18.94 4.014 7.12 4.63 YY fs 88 2.50 8.6 29 367%-22'2 | 
Standard Coil Products Co. Inc. Wz 76 35.6 3.58 1.75 d.03 d.03 _ 1.008 8.0 12% 13%- 9 
Texas Utilities Company 17.0 47 67.2 2.40 2.18 2.10 1.74 1.67 1.286 5.0 252 272-212 

d—Deficit. 3—6 months ended Mar. 31, 1951. 6—I|ndicated 1951 rate. 
1_Year ended May 31, 1950. 4_Year ended September 30, 1950. 7_9 months ended Mar. 31, 1951. 
29 months ended Febr. 28, 1951. 5—Plus Stock. 8—Year ended June 30, 1950. 
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1). matter how 


favorable business 
conditions may be, 
there always seem to 
be some companies 
which fail to gain 
their rightful share of prosperity. Reasons for their 
disappointing showing may not be immediately ap- 
parent, and stockholders frequently are perplexed in 
trying to determine whether adversity may be at- 
tributed to conditions beyond management’s control 
or to shortcomings of individuals having responsi- 
bility for making policies. A study of typical situa- 
tions of this kind suggests that, regardless of the 
general belief that corporations are “soulless, inani- 
mate creatures,” they do reflect personalities of their 
executive officers. 

Thus, periods of poor business experienced by some 
companies may be traced to lethargy on the part of 
management—a failure to foresee and prepare for 
fundamental changes in buying habits of customers, 
perhaps, or excessive conservatism in failing to mod- 
ernize manufacturing facilities to keep abreast of 
rising labor costs. In a highly competitive business 
world, an efficient and alert management must be 
on guard to take advantage of opportunities for keep- 
ing pace. Sometimes, sudden developments arising 
from international affairs may present problems dif- 
ficult to solve, but if investors judge these to be only 
temporary, stocks are not seriously affected. Pro- 
longed unfavorable market action usually may be 
traced to handicaps not easily corrected. 

Illustrative of the thoughts expressed here, it is 
the purpose of this article to examine five diversified 
stocks whose market behavior in recent years has 
proved a source of disappointment to many stock- 
holders. Although space does not permit exhaustive 
examination of each situation, our comments may 
shed light on current conditions and assist investors 
in evaluating these issues to determine whether they 
should be retained or exchanged for more promising 
stocks. 

The companies to be discussed are Baldwin-Lima- 
Hamilton Corporation, Bath Iron Works, Continental 
Motors Corporation, Homestake Mining Company 
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and United Corpora- 
tion. As an aid in 
reviewing these situa- 
tions, statistical in- 
formation is provided 
in the accompanying 
tabulation. 

Rapidly rising labor costs since the war have con- 
stituted the source of many companies’ problems. A 
wide variety of examples could be cited in discussing 
this interesting economic factor. Basically this de- 
velopment goes far to explain deterioration in the 
competitive position of Baldwin Locomotive Works 
which dictated the management’s decision to consoli- 
date with the Lima-Hamilton Corporation. 

Baldwin formerly was regarded as the leader in 
manufacture of steam locomotives for railroads. As 
wages in coal mining rose and forced up fuel costs 
for railroads (as well as for other consumers), num- 
erous carrier managements began to explore possi- 
bilities of engines using oil. The result was a gradual 
and significant shift to Diesel locomotives in search 
of greater operating economies. 

General Motors Corporation’s Electro-Motive di- 
vision became a major factor in producing oil burning 
locomotives, while demand for steam engines receded. 
During the war, when railroads prospered, and im- 
mediately after the war when wages again soared, 
carrier managements pushed their dieselization pro- 
grams to such an extent that purchases of steam loco- 
motives virtually collapsed. Baldwin’s volume, for 
example, dropped from $221.5 million in 1943 and 
$210.6 million in 1944 (partly armament business, of 
course) to $85.3 million in 1946 and $94.9 million in 
1947. 


Difficulty in Converting to Diesels 


Potential business for manufacturers of steam lo- 
comotives simply was not sufficient for Baldwin and 
its major competitors, and for one reason or another 
it was difficult for both Baldwin and Lima-Hamilton 
to convert operations to manufacture of Diesels. Pre- 
parations for the dramatic shift in customer prefer- 
ences had not been undertaken effectively. Assembly 
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’ line methods so extensively used in the automotive 
' industry, which had been adopted in Electro-Motive’s 
_ manufacturing operations, were not easily adopted 
’ ina plant which had been accustomed to treating each 
_ unit as an engineering project. 


Gradually management has faced the task of read- 


_ justing methods and operations to changed condi- 
' tions. Absorption of Lima-Hamilton provides diversi- 
fication through acquisition of facilities for making 
_ earth-moving machinery, large mechanical presses, 


railroad machine tools, can-making machinery and a 
wide variety of other products as well as engines 
similar to those already produced in Baldwin plants. 


Progress Towards Manufacturing Efficiency 


Locomotives still account for a major portion of 
business, however, and management’s problem at the 
moment is to weld together the two organizations to 
achieve manufacturing efficiency. Progress is being 
made in this direction and a substantial backlog of 
orders, standing at $252.4 million at the end of April, 
affords an opportunity for regaining a more satisfac- 
tory position. 

Meantime, capitalization has been increased 
through the merger and it will be necessary to im- 
prove earning power accordingly to satisfy stock- 
holders if the company’s shares are to command re- 
spect of investors sufficient to sustain prices much 
above the lows of recent years. The yield of only 514, 
per cent on an indicated 60-cent annual dividend is 
scarcely outstanding by today’s standards. The quar- 
terly rate is 15 cents. 

All things considered, Bath Iron Works has not 
done badly either marketwise or in manufacturing 
operations. Some stockholders appear to have been 
disappointed, however, in the failure of the shares 
to come closer to their 1946 peak as well as in the 
relatively disappointing trend this year in canceling 
the advance from last November’s low point. 

Here is an example of a company encountering a 
set of changed conditions over which it has no control. 
The fact that bookings are not greater may be at- 
tributed chiefly to the lack of another great Naval 
Power. In the absence of a threat from abroad, the 
Navy has greatly reduced its dependence on and its 
appropriations for destroyers—and Bath Iron Works 
is equipped primarily to build destroyers. 

Operations have been modified, of course, to meet 
this situation, but in the absence of important Gov- 
ernment contracts, it is difficult to offset rising 
manufacturing costs as volume of business dwindles. 
Unfilled orders at the end of March had declined to 


about $40.6 million from $45 million at the end of 
December. Gross revenues in the March quarter ap- 
proximated $5.7 million, compared with $9.9 million 
in the December quarter and $4.3 million in the first 
three months of 1950. Indications point to a drop 
in the June quarter from the $7.8 million reported 
for the corresponding three months of 1950. It gener- 
ally is believed that revenues this year may fall short 
of the $26.4 million reported for 1950. 

Thus the market’s more skeptical attitude toward 
this stock may be explained by the prospect for lower 
earnings in 1951 than the $2.53 a share of 1950. This 
outlook naturally induces anxiety over the current 
$2 annual dividend rate. Although the company has 
a strong financial position and has no funded debt, 
investors may be justified in questioning whether 
management would persistently disburse in dividends 
more than the company earns. Payments last year 
came to $3 a share and exceeded net profits while in 
1949, dividends of $2 a share topped earnings of 
$1.84 a share. 

These are factors weighing against a higher mar- 
ket appraisal—especially considering the fact that 
naval appropriations contain no provision for new 
destroyers. The Navy is expected to order smaller 
ships of the type Bath is equipped to build, but un- 
certainty regarding the timing or extent of possible 
contract awards is a depressing market influence. 
Conversion of destroyer escorts to anti-submarine 
craft promises to afford a moderate volume of work 
pie permit maintenance of operations on a restricted 
scale. 


Need For Diversification 


Continental Motors, manufacturer of the famous 
Continental “Red Seal’ motor, had “two strikes” 
against it a quarter of a century ago when popularity 
of the so-called ‘‘assembled” passenger automobile 
began to wane—makes such as the “Chandler” and 
the “Moon.” Independent motor car manufacturers 
who bought major components from others and as- 
sembled the parts accounted for Continental’s princi- 
pal market a generation ago. The trend toward 
fabrication of all important automotive parts with- 
in the organization necessitated a readjustment in 
Continental’s program, for demand among indepen- 
dents became too small and uncertain to provide 
a dependable source of business. 

In a search for diversificatifion, the management 
turned to aviation engines as well as to Diesel models 
and smaller units suitable for agricultural equip- 
ment. Acquisition of other manufacturing operations 
brought in facilities (Please turn to page 874) 





Pertinent Statistical Data 











— Ist Quarter 1951 1950 _—_—_—_—_- 
Pre-Tax Net Sales Oper. Net 
Sales Margin Per Share Margin Per Share Div. Yield* Recent Price Range 
(Millions) y (Millions) % 1950 Price 1950-51 
Baldwin-Lima-Hamilton .......................... $45.3 4.3% $ .19 $94.3 5.7% $ 1.02 $ .703 6.2% 11% 15%- 9% 
Rather RCIA U NOMEN ott elicclevtecsiceee GRA | cc es 26.4 6.8 2.53 3.00 11.5 22% 2812-14% 
Continental MOONS) ...2..<6.c<0.60-cerseesesesseons 642 96.41 6.8 1.091 .40 4.8 8% 11%- 5% 
Homastake (Mining: -..2:..:..:0.6.-cc000s0000000. YL Re es er 20.6 33.7 1.82 2.75 re i 35% 47%-31 
MIIERCNE OLIN ooo ics fayccs ccnccceav a yncrent tenes ¥ <r .05 3.7 seats .22 .20 4.4 42 4%4- 3% 





*—On 1950 dividends. 
1_Year ended Oct. 31, 1950. 


2—6 mos. ended April 30, 1951. 
3—Plus stock. 
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More Rally? 


At this writing general senti- 
ment on market prospects runs 
pretty heavily to the cautious or 
gloomy side. That is logical; but 
short-term market moves often 
are not—which is another way of 
saying that the market generally 
does not do what the majority ex- 
pects or does not do it at the ex- 
pected time. Paradoxical as it 
may seem, present prevailing psy- 
chology might facilitate more ral- 
ly, barring some important fresh 
news shock; and the summer sea- 
sonal tendency might work to the 
same end. While the latter is un- 
reliable in its timing, as we have 
pointed out before, and nothing 
to bank on, it is a fact that the up- 
ward bias in the past has been 
most consistent around this im- 
mediate portion of the summer. 
Thus, going back to 1900, July 
highs in the industrial average 
have been appreciably to substan- 
tially above the June lows in 39 
years; under them significantly in 
only 3 years; while in the other 
9 years July highs differed little 
from June lows. 


Strategy 


But if some further rally is pos- 
sible, more than a moderate move 
is unlikely. The potentiality is re- 
stricted by the fact that the May 
decline was too moderate to set up 
a dynamic technical base; and by 
the strong probability that any 
rising tendency in prices will in- 
vite selling by both convinced 
bears and half-hearted bulls. 
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Hence, this column would regard 
any further upturn as a fortuitous 
opportunity to pare down inferior 
speculative holdings or to clinch 
some profits, especially in ac- 
counts wherein reserves are sig- 
nificantly smaller than the 40% 
heretofore recommended in our 
general market discussions. 


Groups 


On the rally to date war-stocks 
have fared somewhat better than 
peace-stocks ; capital-goods stocks 
materially better than consmp- 
tion-goods stocks. This is broadly 
in line with economic prospects, 
and with diverse earnings pros- 
pects. On a longer-term basis, of 
course, the average war or capital- 
goods stock carries considerably 
more speculative risk than the 
average peace or consumer-goods 
stock. These terms necessarily 
overlap, for the majority of war- 
stocks are capital-goods issues; 











and the majority of peace stocks 
are consumer-goods issues. The 
rally in the market has not pre- 
vented a sizable number of stock 
groups from sagging to new 1951 
lows in the forthnight prior to this 
writing. They included meat pack- 
ers, packaged foods, printing and 
publishing, soft drinks, soaps, 
steels, motion picture stocks, 
tobaccos and variety chains. In the 
same period there was a relative- 
ly good performance by the ethical 
drug group, oils, chemicals and the 
unimportant fertilizer group. 
The general action of low-priced 
stocks, especially in the “cat and 
dog” class, has remained inferior. 


Switching 


Regardless of what the market 
does over the near-term, the po- 
tentiality in “playing the market” 
for speculative gain is unimpres- 
sive. Aside from maintaining con- 
servative reserves, in cash or 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Nashville, Chatt. & St. Louis Ry. 
Bl MGelotekiGorns 2.2 oii kes Stee 
Chesapeake & Ohio Rwy. 
Dayton Rubber 
Remington Rand, Inc. 
Stevens (J. P.) & Co., Inc. 


General Telephone Corp. .......................... 








Chicago Pneumatic Tool ............................ 
El Paso Natural Gas 
Smith, A. O., Corp. 


1951 1950 

. 4mos. Apr. 30 $4.39 $3.48 
6 mos. Apr. 30 1.61 -61 
5 mos. May 31 1.61 1.15 
6 mos. Apr 30 2.63 -95 
Year Mar. 31 2.87 1.61 

.. Apr. 28 Quar. 2.06 1.45 
4 mos. Apr. 30 1.04 -67 
Mar. 31 Quar. 2.95 1.79 

. 12 mos. Mar 31 2.67 1.76 
. Apr. 30 Quar. 1.52 1.36 
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equivalent, against contingencies 
and for taking advantage of later 
buying opportunities, the general 
situation suggests the wisdom of 
a trading-up policy. In short, there 
is much more to be said for hold- 
ing defensive, stable-dividend 
stocks or good-grade long-term 
growth stocks—depending on in- 
dividual objectives and needs— 
than for holding speculative, or 
typical cyclical, stocks. The policy 
of investors holding the latter 
should in general be to “trade up” 
by carefully weighed switches. 
Most investors are overly inclined 
to sit tight. If you are going to do 
so, it is better to sit tight with 
secure-income stocks or selected 
growth stocks than with run-of- 
the-mill issues. 


Stocks 


Here is a partial list of good in- 
come-stocks which have much 
above-average market stability: 
American Gas & Electric, Amer- 
ican Chicle, Columbia Gas System, 
Beneficial Loan, Pacific Lighting 
and Sterling Drug. Here is a 
partial list of long-term growth 
stocks: American Cyanamid, 
American Viscose, Dow Chemical, 
Merck, Minneapolis-Honeywell, 
Kimberly-Clark, Marathon Corp., 
Pfizer and Sunbeam Corp. Where 
the growth prospect is dynamic, 
assured and well-recognized — as 
typified by Dow Chemical—price- 
earnings ratios are, of course, rel- 
atively high and current yields 
quite low. For long-term purposes, 
good oil stocks come nearer to 
“having everything” than other 
issues. The industry has an as- 
sured growth factor, although at a 
moderate rate; demand for its 
products holds up well in periods 
of poor general business, making 
the stocks less vulnerable than 
average to cyclical market de- 
clines; the tax position is uncom- 
monly favorable; labor costs are 
on the low side relative to sales; 
the stocks are among the best 
available long-term inflation 
“hedges”, imperfect as the protec- 
tion may be; no other stock group 
is more favored by institutional 
investors; and, finally, even at the 
group’s present historically high 
market level, price-earnings ratios 
are reasonably moderate and divi- 
dend yields are only moderately 
under the average of better-grade 
industrials generally. 


Two-Way 

In a recent trading session the 
Dow-Jones industrial average 
spurted nearly 214 points, due 
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mainly to strength in some of the 
oils and chemicals included in the 
30 issues. In the same session, out 
of all common stocks traded on 
the New York Stock Exchange, 22 
reached new 1951 highs, while 26 
sagged to new 1951 lows. That is 
how much—or how little—the so- 
called “general trend” can mean. 


Bonds 


It begins to appear that the 
monetary authorities do not want 
the long-term Government bond 
market to sag under recent lows, 
which were more than 3 points un- 
der par in the case of the distant- 
maturity Victory 214s. That sug- 
gests that the market has probably 
been stabilized. But no significant 
rise is likely any time soon, for 
any firming will invite sales by in- 
stitutional holders, especially in- 
surance companies which would 
like to use funds now locked in 
Government bonds to meet mort- 
gage loan commitments. Because 
of the temporary shortage of in- 
surance-company funds available 
for new investments, new corpor- 
ate bond issues of prime quality 
are being marketed at rates of 
314°% to 314%, compared with a 
current average yield a shade un- 
der 2.9% for seasoned corporate 
issues of top grade. Hence, the 
corporate market will remain un- 
der more or less pressure until the 
accrual of insurance-company 
funds, in combination with re- 
duced mortgage lending, creates 
a more active demand. That might 
come toward the year-end. Mean- 
while, the bond-yield-stock-yield 
ratio has become materially less 
favorable to the stock market, al- 
though stock yields still exceed 
bond yields by a margin consider- 
ably wider than the past long-term 
average. 


Utilities 
Electric utility stocks have been 


virtually ‘frozen’ for months, 
neither advancing nor declining 
significantly. The last high was 
established as far back as May, 
1950 — before the start of the 
Korean war—and the group’s cur- 
rent level is only some 10% or so 
above the 1935-1939 prewar aver- 
age. In view of coming higher 
taxes, the potentiality for advance 
is small; but, on the other hand, 
the downside risk is much less 
than that for the market as a 
whole. The upward trend of gross 
revenue is a partial offset to higher 
taxes, and few utilities have any 
EPT liability. Moreover, some 
scattered rate increases are prob- 
able. This column’s analysis indi- 
cates that most utility dividends 
would remain covered, although 
by an appreciably reduced aver- 
age margin, under a 52% full-year 
tax rate, as carried in the bill re- 
ported out by the House Ways and 
Means Committee. In individual 
instances, where indicated cover- 
age ranges from ample to rela- 
tively wide, utilities are among 
the soundest issues to hold, or to 
switch into, for income yields 
ranging from roughly 514% to 
6%. Examples include American 
Gas & Electric, Consumer Power, 
Dayton Power & Light, Delaware 
Power & Light, Florida Power & 
Light, Indianapolis Power & 
Light, Montana Power, Pennsyl- 
vania Power & Light, Philadelphia 
Electric, and West Penn Electric. 


Defensive 


In an earlier item in this discus- 
sion we cited Beneficial Loan 
among the good-grade defensive 
stocks, offering a good yield and a 
relatively high degree of market 
stability. In this field (small per- 
sonal loans) volume is likely to 
hold close to the recent record 
levels; and allowance need be 
made for no more than a fairly 

(Please turn to page 380) 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Caterpillar Tractor Co. 
Allied Stores Corp. 


Distillers Corp.-Seagrams ........................ 


First National Stores................. 
General Foods Corp. 

Deere & Co. ... a 
Macy, R. H. & Co., Inc. 
Bangor & Aroostook R.R. 


General Shoe Corp. ....................c....0cc0000000 


Middle South Utilities 


1951 1950 

5 mos. May 31 $2.41 $3.32 
Apr. 30 Quar. 57 -84 
Apr 30 Quar. -66 1.06 

. Year Mar 31 7.49 8.55 
.. Year Mar. 31 4.58 4.77 
6 mos. Apr. 30 4.72 6.13 
13 weeks Apr. 28 -13 38 

. 4mos. Apr. 30 3.10 8.48 
6 mos. Apr. 30 1.62 2.36 
3 mos. May 31 32 39 
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The deflationary tendencies increasingly in evidence in 
recent months have become tangible enough to persuade 
many that a let-down in business is likely this summer regard- 
less of defense spending. 
Business of course has al- 
BUSINESS ACTIVITY|| | "eady ‘been declining in 
PER CAPITA BASIS many areas of the consum- 
M. W. S. INDEX er goods field, particularly 
hard goods, but at the same 
time it has been increasing, 
or holding at extremely high 
levels, in the capital goods 











Rn field. Hence the Federal Re- 
AGO serve Board's industrial pro- 
duction index up to May 
has held near its top. The 
two conflicting trends more 
or less balanced each other 
out. 
Whether this will continue 
yey throughout the summer 


months is another question. 
The decline in consumer hard 
goods is deepening as wit- 
ness mounting lay-offs in 
the auto and electrical ap- 
pliance fields, the drop in 
housing starts compared with 
last year’s figures, lower 

manufacturers’ order back- 
oo logs. At the same time, arms 
procurement is rising but 
slowly. As Ward’s Automo- 
tive Reports put it regarding 
the Detroit area: “There is 
no defense work at present 
which could even begin to 
take up the slack as car 
sane builders and large parts sup- 
1939 pliers are cut back in pro- 
duction.” 

It is now recognized that 
it’s not just a question of 
shortages. Sales to consum- 
ers have been uniformly low- 
er with both durables and 
soft goods reflecting changes 
in consumer buying habits. 
Strangely enough, and re- 


| gardless of what may have 
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Va \ been the governing motive, 
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consumers have been doing just what everybody said they 
must do to avoid inflation. They have been cutting down on 
their buying. The conclusion is that though arms production 
will more and more determine the pattern of the economy, the 
future consumer attitude will decide whether there will be a re- 
vival of inflation so widely predicted for the latter part of 
the year. 

There is some opinion that there may be readily another 
wave of scare buying an any future evidence of inflationary 
resurgence. But so far at least, there is no evidence of this. 
Despite the most strained efforts to scare the public into 
expecting a new wave of inflation, the public remains skepti- 
cal. Evidently they are not easily scared. What's more, de- 
mands have been largely satisfied for the time being. 

The frequent complaint that consumer credit controls are 
largely responsible for the buying lag lacks full validity. 
While it may have contributed to it, we think such controls 
are neither solely nor primarily responsible for it. In the 
television field, for instance, even the higher required down 
payments add up to less than previously if we consider the 
drastic reduction in prices for TV sets. And for the same 
reason, monthly installment payments are hardly any more 
burdensome than before. This is just one point in the equation 
that seems to deflate the inflationary argument so widely tied 
to the concept of rising disposable income. Income and em- 
ployment are high today but spending remains below ex- 
pectations. Retail trade is only locally, and probably tempo- 
rarily, spurred by price wars. There may be more of them 
if merchandisers attempt to narrow the gap between current 
sales and the extremely high year-ago figures produced by 
the first post-Korean wave of scare buying. 

Even where local price wars continue, activity is less hectic 
with trade again tending to take on a more sluggish aspect. 
One factor is that the price war involves no great proportion 
of department store items and is essentially a revival of the 
practice of loss-leader selling. It may burn itself out fairly 
soon. If so, retail trade in coming months is in for some 
disheartening sales comparisons. 

In itself, this need be no cause of undue concern. The out- 
look could become more disturbing if current attempts to 
arrange a cease-fire in Korea were successful, with a resultant 
lessening of urgency in implementing the defense program. 
In that event, prices may further tend to ease as business 
and consumer buying slackens off. Early peace in Korea is 
far from certain, but it’s not impossible. At any rate truce 
talks seem again in the “active” stage, however much played 
down. It is perhaps one reason—among others—why Congress 
is reluctant to tighten the Defense Production Act. The primary 
reason, of course, is the belief that the economy can do the 
best job in an atmosphere of maximum freedom, a point of 
view shared by an impressive array of spokesmen. 
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The Business Analyst 





MONEY AND CREDIT—The Treasury's $10 billion refunding 
operation proved to be a success when holders of 94% of 
the maturing and called issues accepted $9.5 billion of the 
new 1%% certificates which were offered in exchange. An- 
nouncement is expected in July regarding the Treasury's plans 
for redemption of more than $5 billion of 144% Treasury 
notes maturing August 1. All in all, of the $219 billion Treas- 
ury debt held by the public, no less than $128 billion is 
payable or callable within one year—the so-called floating 
debt. Federal Reserve policy has been to discourage investors 
from selling their long term holdings, and funds available 
for the purchase of long-term maturities are scarce. The Fed- 
eral Reserve banks have found it necessary to continue buying 
government securities, increasing their total holdings by $110 
million in the past two weeks to $22.76 billion on June 13. 
Holdings of longer maturities increased by $70 million in the 
same period to $6.87 billion. The Treasury’s cash balance 
on June 14 was under $4.4 billion and substantial deficits are 
in prospect in July and August raising the possibility of deficit 
financing. This would apparently have to take the form of 
short-term offerings which would be absorbed by the banks— 
an inflationary device. The voluntary credit restraint program 
appears to be working well and total loans of member banks 
outstanding on June 6 amounted to $32.33 billion, down $520 
million from the year’s peak of $32.85 billion outstanding 
on April 4. Loans by large member banks to commodity 
dealers and processors of agricultural products dropped 
nearly $570 million in the ten weeks ended June 6. The 
Voluntary Credit Restraint Committee has broadened restraints 
by requesting lenders to ask the same terms on loans to pur- 
chase existing real estate as are imposed by credit Regula- 
tion X on new building. Changes in the stock of gold have 
been minor since the end of April when gold holdings stood 
at $21.8 billion. On June 13, the stock of gold amounted to 
$21.76 billion, down $2.48 billion from a year ago. 
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TRADE—Price cutting and price wars continued to plague 
merchants in June as the public remained on the look-out 
for bargains. Nationwide department stores sales were slow, 
being only 3% above a year ago for the week ending June 9. 
During the previous week, sales had shown a year-to-year 
gain of 5%. In July, retailers will be faced with a comparison 
to soaring sales of the 1950 Korean shopping boom and this 
year’s figures are pretty certain to make a sorry showing. 
Sagging sales are being blamed on consumer credit restric- 
tions but the Federal Reserve Board has thus far turned a deaf 
ear to insistent demands from both industry and trade for 
some easing of its credit regulations. 
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INDUSTRY-—Industry continues on a pretty even keel and is 
still close to peak levels despite the drop in production of 
consumer durables. The MWS Index of Business Activity at 
184.4 for the week ending June 9 compares with the level 
of 187.4 a fortnight earlier. On a seasonally adjusted basis, 
petroleum output, lumber shipments and bank debits all were 
lower than results for the week ended May 26 while coal 
production, electric power output, freight car loadings and 
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paperboard production showed improvement. Thus far the 
conversion to a defense economy has been smoother than 
expected although the pinch of shortages in some basic ma- 
terials may make itself felt increasingly during the second 
half of the year. 
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COMMODITIES—The commodity markets during the past 
fortnight continued the erosion which has been characteristic 
since the middle of February. The MWS spot index of raw 
materials closed on June 15 at 187.2 compared to 192.2 on 
June 1. There are 14 commodities in the index of which 
seven, including four metals and cotton, hides and petroleum 
remain at ceiling levels. The Government has intimated that 
its selling price for rubber would be reduced by some 16 
cents at the beginning of July. This drop alone would cause 
our index to fall by an additional 2.9 points. 
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The value of NEW HOME CONSTRUCTION in May was 
$760 million, a drop from April’s $795 million and the first 


(Please turn to following page) 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) May 2.43 2.16 1.06 1.55 (Continued from page 367) 
Cumulative from mid-1940_ May 416.4 414.0 376.2 13.8 April to sy ee ee nee er ee 
FEDERAL GROSS DEBT—$b June 14 255 255 256 55.2 _ | started compiling the figures in 1939. How- 
MONEY SUPPLY—$b ever the 97,000 new homes started in May 
Demand Deposits—94 Centers____ | June 6 50.3 50.0 47.5 26.1 | bettered April’s 88,000 units although far 
Currency in Circulati aaneas 27.5 27.5 27.0 10.7 below the 149,000 homes begun a year 
BANK DEBITS ago. For the first five months of this year, 
New York City—$b ie 13.9 8.4 9.4 4.26 housing starts were 443,900 units, more 
rr conte |Jmee___ss_ naa via__ ao [ton hall of the Governments goo of 
PERSONAL INCOMES—$b (cd2) Apr. 244 243 214 102 Bt Ney 
Salaries and Wages__________ | Apr. 162 161 135 66 
Proprietors’ | Apr. 48 47 40 23 Construction of 9,774 NEW FREIGHT 
Interest and Dividend Apr. 20 20 18 10 CARS in May marked virtual attainment 
Transfer Payment Apr. 12 12 17 3 of the 10,000 car per month construction 
(INCOME FROM AGRICULTURE) Apr. 20 19 15 10 goal. However, curtailment of third quar- 
; : ter steel allocations to car builders points 
POPULATION—m (e) (cb) March 153.5 153.3 151.0 133.8 toa production drop in the second half of 
Non-Institutional, Age 14 & Over_—._ | May 108.8 108.9 109.0 101.8 this year. NEW ORDERS for freight cars 
Civilian Labor Force. May 62.8 61.8 62.8 55.6 in May totalled 4,919 and the ORDER 
ployed May 1.6 sed 3.1 3.8 | BACKLOG on June 1 amounted to 150,- 
Employed May 61.2 60.0 59.7 51.8 628 cars. 
In Agriculture. May 7.4 6.6 8.1 8.0 
Non-Farm May 53.8 53.4 51.7 43.8 * ss . 
At Work May 59.4 58.2 58.0 43.2 Manufacturers’ shipments of PASSEN- 
Weekly Hours, non-farm May 41.9 41.5 41.3 42.0 GER TIRES decreased by 15.8% during 
Man-Hours Weekly—b May 2.25 2.22 2.14 1.82 | April to 4,872,841 casings according to the 
EMPLOYEES, Non-Farm—m (Ib) Apr. 459 458 429 37.5 iis Spe pr pete Be 
“egal = = be nd be to 5,108,248 during April, inventories at 
eccliin:iteian ace: 408 410 397 40.4 the end of the month were 2,254,915 cas- 
tryin ings, up 9.7% from the end of March. 
Hourly Wage (cents) Apr. 157.4 156.9 143.4 77.3 F 
Weekly Wage ($) Apr. 64.22 64.33 56.93 21.33 * * * 
PRICES—Wholesale (Ib2) June 12 181.7 181.9 ©1570 92.5 BUSINESS BIRTHS as represented by 
Retail (cd) April 205.8 205.8 184.1 116.2  |new charters to incorporate, were granted 
- —— |to 7,653 businesses during April, only 4 
COST OF LIVING (Ib3) Apr. 15 184.6 184.5 168.5 100.2 | more than the March total and 9% below 
Food Apr. 15 225.7 236.2 197.3 113.1 a year ago. This is the eighth consecutive 
Clothing Apr. 15 203.6 = 203.1 184.9 113.8 | month that business births have been below 
Rent Apr. 15 135.1 134.7 130.1 107.8 the year-earlier level. 
RETAIL TRADE—$b** * oa * 
Retail Store Sales (cd) Apr. 12.0 12.4 11.1 47 Sales of NATURAL GAS in April 
merci soot oat coat 74-86 [amounted to 4,151 million therms, a 19% 
Dep't Store Sales (mrb)_______ | Apr. 087 0.81 0.83 0.39 isd = Amer m8 
Retail Sales Credit, End Mo. (rb2)_ | Apr. 1.0 0113 9.8 5.5 ee pe Hiriabe ~ a ve 
MANUFACTURERS’ increase. Of total gas sales, natural gas 
New Orders—$b (cd) Total Apr. 23.8 28.6 17.2 146 |accounted for 93%, while manufactured 
Durable Goods Apr. 12.5 15.5 7.9 7.1 and mixed gas represented the remaining 
Non-Durable Goods_______ | Apr. 11.3 13.1 9.3 75 |7%. A year earlier, natural gas sales were 
Shipments—$b (cd)—Total** Apr. 22.4 23.4 172 8.3 91% of total consumption. 
Durable Goods. Apr. 10.6 11.0 y Be 4.1 n ¥ i 
seiitaithie aiid Apr. 11.8 12.4 9.7 42 
EXPORTS from the U.S. continued to 
BUSINESS INVENTORIES, End Mo.** climb during April, rising by $91 million to 
Total—$b (ed) Apr. 683 66.5 52.9 28-6 Ja total of $1,372 million, some 60% 
Manufacturers’ ‘di niin pop oe 164 Thigher than the 1950 monthly average. 
Wholesalers’ ae Nz W494 41 | Meanwhile, IMPORTS slipped to $1,024 
Retailers’ ald = _ oe 8.1 | million in April, below the previous month’s 
Dept. Store Stocks (mrb) fr. pd = = 1.2 | record total of nearly $1,100 million but 
BUSINESS ACTIVITY—1—pc Sune9 184.4 184.9 171.6 141.8 still about 40% above the 1950 monthly 
(M. W. S.)—I—np June 9 215.1 215.7 200.8 146.5 | average. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Apr. 222 222 190 174 Producers’ shipments of REFINED COP- 
Mining Apr. 164 158 140 133 PER during May totalled 118,113 tons, a 
Durable Goods Mfr. Apr. 275 277 222 220 3,369 ton increase over the previous 
Non-Durable Goods Mfr Apr. 199 199 180 151 month's 114,744 tons, according to the 

CARLOADINGS~1—Totel pong jee nia pine _ Copper Institute. These totals do not in- 

: : yikes clude copper deliveries to the Government 
— Sa son? - 7 “ - and trade guesses are that some 9,000 tons 
_— suai — vo on ” = went to the Government in May and 6,000 
— we? = ad = ee tons in April. Refined copper STOCKS held 

ELEC. POWER Output (Kw.H.) m funeo 6,734 6,445 5,921 3,267 by domestic producers at the end of May 

amounted to 60,896 tons, up 8,096 tons 

SOFT COAL, Prod. (st) m June 9 9.9 8.6 10.5 10.8 from end of April figures. 

Cumulative from Jan. 1 June 9 234 224 204 44.6 
Stocks, End Mo Apr. 721 71.4 37.6 61.8 * * * 

PETROLEUM—(bbls.) m A total of 467,313 NEW PASSENGER 
Crude Output, Daily June 9 6.2 6.3 5.3 4.1 CAR REGISTRATIONS were issued in 
Gasoline Stocks June 9 129 130 119 86 April according to R. L. Polk & Co. This 
Fuel Oil Stocks June 9 39 39 39 94 was the highest April on record with the 
Heating Oil Stocks June 9 57 55 45 55 exception of 1950 when 471,215 new pas- 

LUMBER, Prod.—(bd. ft.) m June 9 674 «576—s—i«s—“‘«é‘i SD pit Siena cde cae 
Stocks, End Mo. (bd. ft.) b Apr. 6.3 6.3 6.4 12.6 000 new 2 t ren $ : 

passenger cars topped last year’s 

STEEL INGOT PROD. (st) m May 9.09 8.83 8.55 6.96 | 1,757,000 car total. 

Cumulative from Jan. 1 May 43.6 34.5 39.0 74.7 ' a " 

ENGINEERING CONSTRUCTION by 
AWARDS—$m (en) iit 207 296 277 94 Daily newspapers consumed 403,233 
Cumulative from Jan. 1 Junel4 «6,759 «6,552 s«5,121 5,692 tons of NEWSPRINT in May, an increase 

of 0.3% over a year ago, according to the 

MISCELLANEOUS American Newspaper Publishers Associa- 
Paperboard, New Orders (st)t June 9 283 267 221 165 tion. STOCKS of newsprint at the month's 
Cigarettes, Domestic Sales—b April 30 30 26 17 end amounted to a 32 days’ supply on 

Do., Cigars—m April 444 455 383 543 average compared to a 30-day supply a 

Do., Manufactured Tobacco (Ibs)m_| April 18 18 18 28 year ago. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureay (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
ry—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 


or week ended December 6. **—Seasonally adjusted. 
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No. of 1951 Indexes (Nov. 14, 1936, Cl.—100) High Low June 8 June 15 

Issues (1925 Close—100) High Low June 8 June 15 100 HIGH PRICED STOCKS 117.0 108.8 111.76 =: 113.63 

334 COMBINED AVERAGE .......... 196.8 181.0 183.0 184.5 | 100 LOW PRICED STOCKS........ 245.8 222.9 223.15 223.52 
4 Agricultural Implements........ 292.7 252.9 268.7 268.7 5 Investment Trusts ................ 91.4 84.8 87.3 88.9 
10 Aircraft (‘27 Cl.—100).......... 333.0 277.5 283.6 283.6 3 Liquor (‘27 Cl.—100)............ 1202.0 1078.1 1135.4 1169.8 
7 Air Lines (‘34 Cl.—100).......... 764.7 648.4 705.9 712.4 Re IMR cs evaceecestccdeavenats 206.4 189.2 191.1 194.9 
GS ma i cccise ccs coiccsecin esas 101.4 88.4 90.2 88.4 he IAG CHMOE ono cvsccsnccssicstccce: 152.0 132.0 132.0 132.0 
10 Automobile Accessories ........ 257.6 234.6 236.9 234.6Z 3 Meat Packing ....................... 109.1 90.9 93.0 91.9 
UU AMIN ooo ccccccessesenossss 46.3 39.8 39.8 39.8 13 Metals, Miscellaneous 280.9 245.4 252.9 255.3 
3 Baking (‘26 Cl.—100)............ Zaz 21.1 21.8 22.0 Me OHI Sa ess acini aa cccacaatciccasgoaciees 386.6 344.3 376.5 373.2 
3 Business Machines ................ 377.8 300.8 366.1 369.1  WONNGIINE 53 oo. coco kedcccecsecetes 397.6 355.0 376.3 397.6 
2 Bus Lines ('26 Cl.—100)........ 183.1 154.0 157.4 154,0Z 30 Public Utilities ...... . 1528 142.5 1458 145.8 
GME os << cokcnccs ccs scivacsss dees 388.7 326.0 378.9 388.7 9 Radio & TV (‘27 Cl.—100).... 31.4 26.6 27.9 28.4 
SD COG MARINE sssnesssccacseoceesese 13.3 14.0 13.9 8 Railroad Equipment .. 73.8 64.3 64.3 64.3 
4 Communication 62.6 63.2 62.6 A eee 45.4 37.7 38.9 38.9 
9 Construction ......... 60.2 64.8 64.8 Oi MN pss cat sade ccc uabeeess 41.0 36.2 36.6 37.8 
NMA esc ccc cbesc ce caudersieecaie 376.5 407.0 421.5 3 Shipbuilding _........................ 181.0 147.5 150.8 154.2 
9 Copper & Brass .................... 132.8 141.9 140.6 Ri EN MINOR 0 vance caxccencaasedes 395.5 333.8 340.6 333.8Z 
2 Dairy Products ............ 75.9 77.5 76.7 We Slee Ge NR ooo vcceineccncinicccccs 169.5 145.9 145.9 147.4 
5 Department Stores ; 70.3 71.8 70.3Z Se MMIII Sons csoy acco wcasnivendic enous 77.6 66.5 76.1 76.9 
6 Drugs & Toilet Articles.......... 235.0 213.8 222.1 222.1 7 BN ee een fae nee 473.1 425.3 451.4 460.0 
2 Finance Companies .............. 293.4 243.0 281.2 281.2 a I ere 223.6 195.4 199.4 203.4 
7 Food Brands ............... 200.9 182.3 182.3 182.3 3 Tires & Rubber ...................... 61.6 51.2 60.6 61.6 
2 Food Stores ...... 118.4 107.2 107.2 109.4 6 Tobacco ............. ks 78.5 78.5 78.5 
SAU EMEMNILIGEB cs. 6 ssacctssvanccessseseus 750 69.4 69.6 69.6 2 Variety Stores 304.1 307.2 304.1Z 
4 Gold Mining 724.1 590.4 590.4 596.0 20 Unclassified (‘49 Cl.—100).... 127.3 116.3 116.3 116.3 

Z—New low for 1951. 
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Trend of Commodities 





Commodity prices in the main were lower in the past two 
weeks, though the pace of the decline has slowed. There was 
a spate of news affecting wheat prices. The Department of 
Agriculture on June 11 indicated a total wheat crop of 1,054 
million bushels was to be expected, or nearly 72 million 
bushels more than the forecast of a month earlier. This would 
give us a crop in excess of last year’s 1,027 million bushels 
and provide plenty of wheat for all normal requirements. The 
wheat for India bill was enacted into law and the Agriculture 
Department announced preliminary allocations under the 
International Wheat Agreement to importing countries at 
prices far below prevailing rates. Wheat futures held above 
the lows of last month with the September option closing at 
241% on June 18 compared to 241% two weeks earlier. 
Cotton futures were mixed with news of good growing weather 


being offset by intimations from Secretary Brannan that he 
would permit virtually all the new crop in excess of 11 million 
bales to be exported. With expectations of a 16 million bale 
crop, this would leave 5 million bales for over-seas shipment. 
However, with the outlook for record crops in other exporting 
countries and with importing countries appearing to be over- 
stocked, it is doubtful that such an amount of cotton can be 
disposed of. The good news concerning the cotton crop had 
an adverse effect on cottonseed oil and nearby (July) future 
fell 1.57 cents in the past two weeks to close at 20.00 cents 
on June 18. World sugar prices continued to be the feature 
on the upside with the September future up 50 points in the 
past two weeks to close at 7.65 cents on June 18 on news 
of shipping tie-ups and the ammouncement from Washington 
raising the U. S. quota 3% to a total of 8,250,000 tons. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 





Date 2 Wks. 3Mos. 1 Year Dec. 6 Date 2 Wks. 3Mos. 1Year Dec. 6 
June 18 Ago Ago Ago 1941 June 18 Ago Ago Ago 1941 
28 Basic Commodities ...................0.... 350.2 357.4 378.9 263.9 156.9 7 Domestic Agriculture ...................... 374.9 380.0 411.5 325.6 163.9 
11 Imported Commodities .................. 371.8 383.5 416.9 264.8 157.3 Pp a Re wu. 378.4 383.5 397.6 326.8 169.2 
17 Domestic Commodities .................... 336.9 341.5 356.1 263.2 156.6 16 Raw Materials .........0....... ; site BOOel GBA25 369.2 240.7 148.2 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
APR, MAY JUNE JULY APR. MAY JUNE JULY 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 1938 1937 
co 214.5 3047 1640 958 743 783 65.8 93.8 
ROWS, stvaseanatseee 187.2 134.2 1264 93.6 58.7 61.6 57.5 64.7 















































Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
[| eee: 215.4 202.8 1844 111.7 88.9 679 57.7 866 
ROW ses k.csecsivers 188.4 140.8 123.0 986 58.2 489 47.3 54.6 
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The Philadelphia Division of Yale & Towne Manu- 
facturing Company has announced a new “spark- 


enclosed” gasoline truck designed to provide the 
maximum possible safety operation in gas and dust 
laden areas. While the company does not maintain 
that this equipment is explosion-proof, it feels that 
the new truck is as safe as possible with present 
materials and parts. The protection has been ac- 
complished by shielding the electrical equipment 
against sparking, by providing a water type exhaust 
manifold and a water cooled muffler, and by using 
static conductive tires. Trucks so equipped will not 
readily be a source of ignition of any vapor due to 
electrical sparks, hot metal surfaces, exhaust gases 
or backfires. 


The most modern soap, detergent and shortening 
plant in the world, erected by Lever Brothers Com- 
pany at a cost of $25 million, has been officially 
opened in Los Angeles. First shipments from the 
plant were loaded aboard a helicopter for air de- 
livery to the Governors of the eleven western states 
which the new unit will serve. 


The General Electrie Company announced a new 
turbojet engine which is the same size as the com- 
pany’s present battle-tested jets but far more power- 
ful. Destined for advanced military aircraft, the 
engine was described as “an important step in the 
world race for jet supremacy.” 


A tiny lamp that dissolves odors with a triple 
dash of ozone, replacing unpleasant smells with 
clean, mountaintop air, was announced by Westing- 
house Electric Corporation. Three times as powerful 
as the ozone lamp introduced in 1945, the new 
“Odorout” bulb explodes odor molecules in air in- 
stantly. The magic-like result occurs as ultraviolet 
radiations of special wave length—generated by the 
lamp—transform the oxygen around the lamp into 
ozone, an air purifier. Thousands of ozone lamps are 
already in use in clothes dryers and washers, pro- 
fessional hair drying equipment and in beverage 
vending machines. 


General Motors has extended its proving ground 
facilities by purchasing 2,280 acres of desert land 
34 miles southeast of Phoenix, Arizona. The tract 
will be known as General Motors Arizona Proving 
Ground and will be used for hot weather testing of 
ears, trucks and buses, as well as for the develop- 
ment testing of military vehicles. 


A number of new features have been incorporated 
in the electric Carloader, a Clark Equipment Com- 
pany product, which are claimed to provide easier 
operations, greater safety and improved maneuver- 
ability. Operating is simplified by mounting the “fin- 
gertip” control lever on the steering column, making 
possible the selection of direction of travel and the 
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engagement of power simultaneously. Automatic 
acceleration eliminates jerky movement. 


A new combination aerial combat:reconnaissance 
camera has been designed to Air Force specifications 
in cooperation with Air Force engineers by the Bell 
& Howell Company. The light-weight, portable 
35mm motion picture instrument is now being used 
to record combat operations in the Korean air war. 
Substantial orders for the camera have been re- 
ceived and a company spokesman reveals that a 
large portion of the company’s manufacturing ca- 
pacity is working on a $10 million backlog of Gov- 
ernment contracts. 


Photography will be used to identify voters in 
Cuba in future elections, Eastman Kodak Company 
recently stated. The government of that island re- 
public will equip each citizen of voting age with an 
identification card bearing his picture. Kodak is 
supplying photographic film, paper and speedy auto- 
matic printing and processing equipment for the 
project. 


Buick Motor Division of General Motors will build 
a large manufacturing plant north of Flint for the 
production of Wright J-65 Sapphire jet engines. The 
plant will provide 1.6 million square feet of floor 
space for the machining, heat-treating, plating and 
sub-assembly of parts. Covering more than 27 acres, 
it will be one of the largest industrial facilities in 
the Flint area. 


One of the most difficult problems in production 
heat treating of steel forgings is the removal of fur- 
nace scale. Now the Pennsylvania Salt Manufactur- 
ing Company is marketing a pre-heat chemical bath 
which completely removes this scale during quench- 
ing and has accounted for cost savings of 90% over 
previous methods used in industrial production. 


Twelve years of research and development work 
has paid off with the production of a synthetic paint 
brush bristle that has the same rate of wear as hogs’ 
bristle and which is highly efficient in carrying and 
applying paint, it was announced by Pittsburgh Plate 
Glass Company. The new bristle is the most promis- 
ing answer to date to the extreme shortage of hogs’ 
paint brush bristle caused by the uncertainties of 
the Chinese war situation which has resulted in 
N.P.A. restriction on the sale of painters’ brushes. 


Texas & Pacifie Railway Co. announced it has 
ordered twenty new diesel-electric locomotives for 
delivery during the first quarter of 1952 whereupon 
the system will be completely dieselized. The road 
expects the new equipment to pay for itself in about 
four years in decreased maintenance and other costs. 
The system plans to finance about 75% of the pur- 
chase price, paying the remainder in cash. 
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Cincinnati Gas & Electric Co. is going to construct 
a third electric generating unit to increase the out- 
put of its new Clermont Station at New Richmond, 
Ohio, by more than 50%. The unit will have a ca- 
pacity of 125,000 kilowatts and probably will be 
installed in 1954. The first unit with capacity of 
100,000 kilowatts is now under construction and a 
second, of the same capacity, will follow. 


Bendix Aviation Corp. has agreed to purchase the 
Utica, N. Y., plant of Continental Can Co. Bendix 
in this plant will manufacture airplane parts and 
ultimately will employ about 2,000 persons. 


The Solvay Process Division of Allied Chemical & 
Dye Corporation will spend more than $25 million in 
the next two years to expand its synthetic nitrogen 
capacity by 100,000 tons annually. The project will 
be carried out at the division’s Hopewell, Va., and 
South Point, Ohio, nitrogen plants. It also includes 
installing new facilities for extracting hydrogen 
from natural gas. Until now, Solvay plants have 
secured hydrogen from coke. 


Barium Steel Corp. has obtained from Phillips 
Petroleum Co. an agreement whereby Barium will 
have a 50% share in any oil and gas discoveries 
from a limited amount of “wildcat”? exploratory 
drilling by Phillips. Barium recently sold 21,000 tons 
of steel pipe to Phillips. Demand for such pipe at 
present is keen. Phillips has agreed to expend not 
less than $1.25 million of their own money in explor- 
ation and development. The venture is without 
financial risk to Barium. 


Cities Service Oil Co. is erecting a $300,000 ware- 
house-office building in Kansas City. The 45,000 
square foot structure will provide space for receiv- 
ing and distributing a complete line of petroleum 
products in the important greater Kansas City area. 


Hanna Coal & Ore Corporation, a subsidiary of 
M. A. Hanna Co. of Cleveland, has entered into a 
contract to deliver to Bethlehem Steel Co. in excess 
of 30 million tons of Labrador-Quebec iron ore over 
a 25-year period. This is the first major contract 
announced by this developer of the rich iron ore 
deposits in the Labrador and Quebec regions, and it 
is understood to be the largest agreement of its kind 
ever made. M. A. Hanna, together with five steel 
companies—not including Bethlehem Steel—and two 
Canadian exploration firms, are developing the huge 
Canadian ore tract which is estimated to have ore 
deposits of over 400 million tons. 


W. R. Grace & Co. which operates the Grace 
Steamship Line, the Grace National Bank and holds 
interests in many other companies in the shipping 
and export-import fields, has acquired 160,000 
shares, or 16.5%, of the outstanding stock of Dav- 
ison Chemical Co. This block includes 42,000 shares 
previously acquired by Grace from Manufacturers 
Trust Co. Until now, W. R. Grace has concentrated 
its investment activities mainly in South America. 
Its purchase of the Davison stock represents its 
first major commitment in the domestic industrial 
field. 


Standard Oil of California is planning to spend 
about $1 million on additions to its oil products pipe 
line between Salt Lake City and Pasco, Washington. 
The new facilities will boost capacity of the pipe 
line from 17,000 barrels a day to 22,000. The com- 
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pany also plans installing a 42,500 barrel storage 
tank at the Salt Lake City refinery and four new 
tanks at the Pasco oil products terminal. 


Jack & Heintz, Ine. has received authorization for | 


a major expansion program at its Bedford, Ohio, 
plant which will fulfill an Armed Services contract. 
The new facilities will enable the company to more 
than double present output when in full operation 
late in 1952. About two-thirds of the equipment, 
which is required to increase production of aircraft 
electrical accessories, will be supplied from the fa- 
cilities pool of the Air Force and the Navy. 


Monsanto Chemical Co. has joined forces with 
National Research Corporation of Cambridge, Mass., 
to develop improved processes for production of ti- 
tanium. Under terms of the agreement, work insti- 
tuted by the Cambridge organization will be greatly 
expanded and additional work undertaken by Mon- 
santo’s central research department at Dayton, Ohio. 
Although one of the earth’s most abundant elements, 
titanium has not been commercially available on a 
substantial scale until now because of the difficulties 
encountered in its extraction. 


General Fireproofing Co., biggest metal office 
furniture maker, will help build F-84 Thunderjet 
fighter planes under a multi-million dollar sub-con- 
tract received from Republic Aviation Corporation. 
For this purpose, the company has begun to convert 
its plant at Youngstown, Ohio, and a large part of 
its 3,500 employees will work on the planes. General 
Fireproofing is looking for additional sub-contracts 
from Republic Aviation to replace furniture orders 
for which steel and aluminum is unobtainable. 


Congoleum-Nairn, Inc. has entered the plastic floor 
covering field with its purchase of the Wilmington, 
Del., plant of Delaware Floor Products, Inc. It will 
begin using the facilities immediately to manufac- 
ture its new viny! floor coverings. The latter will 
be sold under the name Gold Seal Vinyl] Inlaid. 


Sunray Oil Corporation has leased the complete 
refining facilities of the Rock Island Oil & Refining 
Co. at Duncan, Okla. Sunray will operate the plant 
as an adjunct to its adjoining catalytic cracking 
refinery. The rated through-put is 10,000 barrels of 
crude oil per day; this addition gives Sunray ap- 
proximately 45,000 barrels a day refining capacity 
in Oklahoma. 


Celanese Corporation of America announced form- 
ation in South America of a new rayon manufac- 
turer, Celanese Venezolana. Celanese has subscribed 
to over 50% of the capital of the new concern which 
plans erecting a plant near Caracas. Venezuelan tex- 
tile interests cooperated in forming the company and 
subscribed to less than 50% of its capital. It will be 
the first rayon yarn producer in Venezuela and will 
employ Venezuelan chemists and engineers trained 
in Celanese Corporation’s American plants. 


Dow Chemical Co. is planning to build a new plant 
to produce vinyltoluene made from toluene and ethy- 
lene. This promises to overcome a serious bottleneck 
in the chemical industry caused by shortage of 
benzene which is the base for styrene used in making 
many plastics and drugs as well as synthetic rubber. 
Vinyltoluene has been found to be a satisfactory 
substitute for styrene. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


§. Special rates upon request for those requiring additional service. 





Texas Gulf Sulphur Company 


“T have heard about the great demand 
for sulphur and therefore was wonder- 
ing how Texas Gulf Sulphur Company 
has fared. Will you please report recent 
earnings, dividends and financial posi- 
tion?” 

R. T. Rutland, Vermont 


Net income of Texas Gulf Sul- 
phur Company for the year ended 
December 31, 1950 amounted to 
$25,889,255 after all charges and 
taxes compared with $23,863,192 
in 1949. These earnings are equal 
to $7.75 per share on 3,340,000 
shares of capital stock outstand- 
ing against $7.14 per share in the 
preceding year. Gross revenues 
from sulphur sales amounted to 
$68,869,416 against $59,170,628 in 
1949. 

The net income of $25,889,255 
for 1950 was after provision for 
Federal income taxes amounting 
to $13 million, including excess 
profit tax provision of $1,100,000; 
a depreciation charge of $770,105; 
amortization charges of $1,703,- 
621 and $600,000 as a provision 
for current foreign exploration 
expenses. Provision for taxes in 
1949 was $9,375,000. 

The present demand for sulphur 
exceeds the company’s capacity to 
produce, load and ship. The sul- 
phur industry was called upon in 
1950 to supply more than twice the 
1939 demand and more than 150% 
of the peak wartime requirements. 
Export sales also increased sub- 
stantially and this helped earn- 
ings. 

The company’s balance sheet as 
of December 31, 1950 showed cur- 
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rent assets of $40,248,537 which 
includes $26,145,750 of cash and 
U.S. Government securities. Cur- 
rent liabilities were $15,228,224. 

Net profit for the first quarter 
of 1951 was $6,115,800, equal to 
$1.83 per share, based on 3,340,- 
000 shares outstanding, compared 
with 1950 first quarter net income 
of $6,407,279, equal to $1.92 per 
share. 

Dividends including extras to- 
taled $5.50 per share in 1950 and 
similar good payments can be ex- 
pected this year. 


Carrier Corporation 


“IT have been told that the air-condi- 
tioning business is growing and so would 
be interested in receiving information 
on Carrier Corporation, one of the 
leaders in the field.” 

S. T., Evanston, Illinois 


During the twelve months ended 
April 30, 1951, new high records 
with respect to completed sales 
and net profits were established 
by Carrier Corporation, leading 
manufacturer of air-conditioning 
and refrigeration equipment. 

The net profit was $4,737,360 or 
$6.96 per share of common stock 
on the increased number of shares 
resulting from a recent 10% stock 
dividend. This compares with $1,- 
099,046 or $1.35 per common 
share on the same number of 
shares during the twelve months 
ended April 30, 1950. Completed 
sales totaled $76,586,570 and the 
comparable figure was $44,358,- 
536 for the preceding year. Dur- 
ing the period under review, new 
orders were booked in the amount 





of $87,888,077 as compared with 
$49,603,083 in the twelve months 
ended April 30, 1950. 

Carrier’s backlog of unfilled or- 
ders as of April 30, 1951, totaled 
$44,434,022 as compared with 
$26,180,781 a year earlier. The 
current backlog figure, as well as 
that having to do with new orders 
booked, are exclusive of some $50 
million of special defense business. 

Profits of the corporation for 
the six months ended October 30, 
1950, were larger than normal and 
completed sales reflected a stepped- 
up production and shipment pro- 
gram. The report for the twelve 
months ended April 30, 1951, com- 
bined two periods in which unusu- 
ally favorable conditions prevailed. 

During the six months ended 
April 30, the first half of Carrier’s 
1951 fiscal year, new orders were 
booked in the amount of $50,919,- 
540. This figure reflects only $5,- 
242,258 of special defense business 
and does not include the three 
most important contracts in that 
category. 

In the same period, completed 
sales of Carrier Corporation to- 
taled $34,847,731 and net profit 
was $1,693,553 or $2.44 per share 
of common stock presently out- 
standing. 

In view of the present backlog 
of approximately $95 million and 
the broad upward trend of the air- 
conditioning and refrigeration in- 
dustry, it appears that business 
volume of the corporation will ex- 
pand and that more working capi- 
tal will be needed. Accordingly, 
additional common stock was re- 
cently offered in the rate of one 
new share for each three shares 
outstanding. 

Cash dividends in 1950 totaled 
91e per share and current quar- 
terly rate is 25c per share. 

Carrier Corp. should continue 
its long term growth trend. Sales 
in the past ten years have in- 
creased from $13.0 million in 1940 
to $63.3 million in 1950 and net in- 
come from $526,000 to $3.1 million 
in the same period. Its expansion 
program should assure further 
progress. 
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Good Flying Weather Ahead 
for the Airlines 





(Continued from page 359) 


routes than its principal trans- 
continental competitors. A sub- 
stantial majority of outstanding 
stock is owned by the Hughes 
Tool Co., tending to give a great 
leverage to the small floating sup- 
ply in the hands of the public. 

Recovery in earnings last year 
to a level comparable with early 
war years when results were es- 
pecially satisfactory reflected be- 
nefits of operating economies and 
introduction of more economical 
equipment. Additional new planes 
are on order and dividend re- 
sumption is regarded as unlikely 
even though tentative estimates 
suggest that earnings this year 
may compare favorably with 1950 
net profit of $2.68 a share. 

As the second largest passen- 
ger carrier, United Air Lines re- 
corded substantial gains in traf- 
fic last year following the boom 
in industrial activity incident to 
Korean invasion. Business be- 
tween the Pacific Coast and the 
East naturally was stimulated by 
events in the Pacific area. Favor- 
able weather conditions enabled 
this carrier to record profitable 
operations in the first quarter 
this year for the first time in his- 
tory. Net profit came to 61 cents 
a share, compared with a deficit 
of $1.01 in the same quarter last 
year. 

This favorable start holds pro- 
mise of boosting net profit for 
1951 to well above the $2.91 a 
share of 1950 and dividends this 
year should equal and perhaps 
exceed the 75 cents a share dis- 
bursed at the end of 1950. Addi- 
tional operating economies are an- 
ticipated this year from greater 
utilization of DC-6s. The company 
has on order thirty Convair-lin- 
ers and twenty DC-6Bs for de- 
livery in the next twelve months 
and in financing purchases of 
new equipment, the company re- 
cently issued $10 million deben- 
tures. 

Airline managements are hope- 
ful of early agreement on satis- 
factory mail rates now under 
negotiation. Government authori- 
ties are endeavoring to reduce 
temporary allowances for past 
service which would lower earn- 
ings of previous years, but man- 
ayements hope to settle discus- 
sions by an upward revision of 
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C.A.B. proposals for the last 
three years through making con- 
cessions on rates for the near 
term. 


In any event, forecasts of earn- 
ings are all dependent in some 
measure on reasonable terms for 
carrying the mail. In the case of 
United Air Lines, for example, it 
is calculated that if the rate pro- 
posed for this year had been in 
effect for 1950, last year’s earn- 
ings would have been reduced to 
about $2.30 a share from the re- 
ported $2.91 a share. 





Securities Disturbing 
Investors 
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for heavy-duty industrial engines 
as well as marine motive units. 
New light-weight heavy-duty air 
cooled engines particularly adapt- 
ed for tanks were introduced a 
few years ago. As a result, the 
company has broadened the scope 
of its operations and has been 
able to maintain a strong compe- 
titive postion as an independent 
engine manufacturer... Costs of 
developing new products and of 
promoting markets have involved 
heavy burdens, however, and 
earnings have failed to measure 
up to optimistic expectations. 

Moreover, progress in the avia- 
tion field was rather disappointing, 
for about the time benefits of sub- 
stantial World War II business 
were being realized and develop- 
ment costs amortized, the shift in 
military aircraft to jet engines 
seriously threatened the position 
of internal combustion engines for 
military uses. Also, demand for 
marine engines has failed to ex- 
pand as impressively as had been 
hoped. 

Nevertheless, management is 
credited with being aggressive 
and efficient. Hence the current 
emergency would appear to afford 
an opportunity for exploitation of 
the company’s extensive and cap- 
ably managed facilities. Reflect- 
ing increased volume, net profit 
rose in the first half of the fiscal 
year ended April 30 to 64 cents 
a share from 42 cents in corres- 
ponding period last year. Prospect 
of a higher dividend is not too 
promising, however. 

Recent experience would sug- 
gest that the company’s future 
may lie in industries other than 
automotive. Business flourished 
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for a time in this division when 
Kaiser-Frazer adopted the Conti- 
nental engine and used substan- 
tial quantities in 1948, but neces- 
sity for close margins in automo- 
tive manufacturing offers rela- 


tively little promise for this ac- | 


tivity. Thus the trend evident last 


year toward agricultural engines, | 


which contributed 33 per cent of 
sales, may continue. Transporta- 
tion engines accounted for 19 per 
cent and industrial engines for 14 
per cent. About a third of sales 
came from service parts, machine 
products, aircraft and marine en- 
gines, etc. 

Inflation and boom conditions 
are the principal handicap encoun- 
tered by Homestake Mining. This 
stock, which had a peak price of 
115, in 1929 and soared to 68 
in the depression of the mid- 
1930’s, is a favorite for ‘“‘defen- 
sive’ investments. Inflationary 
forces provide a handicap difficult 
to combat because labor costs tend 
to rise in reflecting higher com- 
modity prices and living costs, 
while the price of the company’s 
product remains fixed by Govern- 
ment edict. 

Gold shares seldom are popular 
with investors or traders in times 
of high industrial activity. Thus, 
Homestake retreated from its lof- 
ty price level of the 1930’s during 
the war. Although the shares 
climbed again in 1945 and 1946 
in anticipation of restoration of 
peace — and possibly a ‘“‘recon- 
version depression”—the recovery 
from the company’s wartime sus- 
pension of operations never fully 
measured up to optimistic ex- 
pectations. 

Management has endeavored to 
keep pace with rising costs by in- 
troduction of labor saving equip- 
ment. This program has proved 
helpful in holding down expenses, 
but the gradual deterioration in 
the dollar’s purchasing power is 
disappointing to holders of a con- 
cern which trades its precious 
metal for paper currency that 
tends to lose its purchasing power 
sc persistently. This factor be- 
comes evident when it is con- 
sidered that to maintain earnings 
at a satisfactory level in terms of 
today’s dollar, it has been neces- 
sary to mine ore bodies containing 
higher metal content. 

Output last year approached 
the company’s prewar peak at 
550,400 ounces from 1,265,118 
tons of ore for an average of 
$15.23 a ton. This showing com- 
pared with the peak of 568,289 
ounces eleven years earlier. Gold 
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content of ore milled has increased 
as operations have moved to deep- 
er levels. 

Evident unwillingnes of Ameri- 
can authorities to grant any spe- 
cial concessions to gold miners 
or to permit upward revision of 
the official gold price to compen- 
sate for rising labor costs presents 
a handicap for Homestake and 
other domestic miners. Canadian 
and South African gold mines 
have been able to procure relief 
to some extent through subsidies 
or by means of price increases on 
gold for “industrial” uses. 

Although depletion allowances 
may afford moderate protection, 
millings seem likely to be lower 
this vear—in line with the first 
quarter drop in gross revenues— 
and net income after depletion 
may fall short of last vear’s $1.82 
a share. This prospect apparently 
persuaded management to adopt 
a more conservative dividend poli- 
cv in reducing the payment re- 
cently to 50 cents from 75 cents 
paid in the previous four quay- 
ters. 


United Corporation 


Many stockholders, not fully ap- 
preciating a significant metamor- 
phasis in United Corporation's po- 
sition, have been disappointed in 
its market behavior in recent 
years. A stock that fluctuates 
within a range of less than a point 
in more than a year may be 
thought to have become a “peren- 
nial” low priced issue. This 
former public utility holding 
company has been undergoing a 
comprehensive readjustment to 
comply with “death sentence” pro- 
visions of the Public Utility Hold- 
ing Company Act and to stay in 
business as an investment com- 
pany. As a result, speculative 
factors which once contributed to 
its volatility have been virtually 
removed. 

Thus as a good quality invest- 
ment company likely to sell on a 
“vield” basis or near its asset 
value, the stock has settled into a 
narrow price range where it ap- 
peals primarily to the wealthy 
individual interested in “tax 
free” dividend income. In brief, 
this change in character explains 
the stock’s seeming stagnation as 
a low-priced issue that formerly 
attracted a large following of 
small investors who hoped to pro- 
fit by an eventual return to its 
once lofty price levels it had at- 


(Please turn to page 376) 
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...if you only had $50 to $100 to invest - 





Lang of Marshall, Texas, asked us. 


That's the question Mrs. C. L. 

“Our income will prgbably never be large, and since Susan is 
only the first of several we hope to have, we are pretty sure that we 
will not be able to invest more than $100 a year. It is very likely 
that we will be unable to provide for all of our children the things 
that we would like for them to have, so we plan to teach them how 
to acquire for themselves the things that they want in life.” 

And that’s why the Langs wanted to start their children off with 
an investment in American business. 

Because they felt that money invested in common stock would 
be more likely to keep its purchasing power over twenty years than 
money which was simply set aside. 

Because, as Mrs. Lang said, “owning common stock will serve 
as an educational project for our baby (or babies, if we are fortu- 
nate). I am told that the stockholder owning only a few shares 
of stock gets the same reports and dividend checks . . . periodic 
letters from the president telling how the business is going . . . as 
are received by the stockholder owning a large block of stock. We 
feel that owning stock will give our children a practical lesson in 
the economics of the democratic free enterprise system.” 

We wish we could reprint her whole letter here. For that matter, 
we'd also like to reprint the detailed reply our Research Depart- 
ment sent Mrs. Lang, because it was typical of the painstaking care 
that Research gives to the questions of thousands of people who 
write us every month asking for an objective opinion about what 
they should do with either their present investments or their 
money—a little or a lot. If you'd like to see that correspondence 
what we recommended buying “for a beautiful baby girl”’—we’d 





be glad to send it to you. 


Or for that matter, if you’ve got an investment problem of your 
own, just write us about it. We'll be glad to tell you what we think 
is the best answer for you, whether you’re a customer or not. 
There’s no charge for that service, no obligation. Just address — 


Department SF-57 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 PINE STREET, NEW YORK 5, N. Y. 
Offices in 97 Cities 
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Securities Disturbing 
Investors 





(Continued from page 363) 


tained as a holding company. 

Although management has not 
fully complied with orders to di- 
vest itself of certain utility stocks, 
progress in this direction has been 
encouraging. It is expected that 
proposals already made to appro- 
priate Government authorities, a!- 
ready conditionally approved, may 
be carried out this year. Such a 
plan would enable the company 
to be relieved of control by the 
Securities & Exchange Commis- 
sion and would provide funds for 
broadening its investment port- 
folio. 

Earnings from investments are 
comparatively modest, but steady, 
and management has estimated 


that earnings for the first six 
months this year may approxi- 
mate 10 cents a share, compared 
with 11 cents for the correspond- 
ing period of 1950 and with 22 
cents for all of last year. Net asset 
value stood at $4.36 a share on 
April 30, against $4.37 a month 
earlier and $4.12 a share at the 
end of 1950. 

Because of substantial capital 
losses established on _ securities 
sold (which had been purchased 
at much higher prices in the lush 
1920’s), dividends are designated 
as “return of capital.” According 
to the company, the Treasury De- 
partment has ruled that such pay- 
ments are to be considered ex- 
empt from normal income taxes. 
Hence, payments, currently at the 
rate of 20 cents annually afford a 
relatively attractive return for in- 
vestors in position to benefit from 
“tax free’ income. 





what ssou: 


Virtually all elements in this vast industry share 
its strong growth trend. 


In fact some of the smaller companies are 
beginning to challenge the leaders, while other 
“juniors” have developed new products which 
give promise of rapid major expansion. 


These secondary chemical securities are discussed 
in our current survey, which analyzes five of 





CHEMICALS? 





the most attractive and promising issues. 
A copy will be mailed at your request 
on personal or business stationery. 
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781 FIFTH AVE., N. Y. (Sherry-Netherland Hotel) 


Full branch office services for your convenience 
are now available at 
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122 MAIN ST. 
EDGAR V. M. GILBERT, Bronch Mgr. 
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Its defense business is increasing. 

The longer range outlook for 
tuners, television boosters, trans- 
formers and other electric devices 


which Standard Coil manufac. 
tures remains however promising, | 


With more than 1,800 new TV sta- 
tions scheduled to being opera- 
tions in the next two or three 
years, the company anticipates a 


substantial new tuner market in) 


addition to a growing replacement 
market. 

No consolidated balance sheet, 
including Kollsman, has been pub- 
lished as yet. At the year-end and 
prior to the Kollsman acquisition, 
total assets of Standard Coil were 
$14.5 million and net working 
capital around $3.6 million. Total 
current liabilities of $7.1 million 
were largely covered by cash of 
$5.7 million. 


The common stock of Texas 
Utilities Company, formerly also 
traded over-the-counter has been 
listed on the Big Board since a few 
months. This is a holding com- 
pany, owning the common stocks 
of three major subsidiaries — 
Dallas Power & Light Company, 
Texas Electric Service Company 
and Texas Power & Light Com- 
pany — comprising a fully inter- 
connected and integrated system 


serving some 600 communities in | 


an area of 72,700 square miles. 
The parent company has a con- 
servative capitalization consisting 


solely of 4,800,000 shares of com- | 


mon stock. Consolidated system 
capitalization at the year-end con- 
sisted of 48% debt, 16% preferred 
stock and 36% common stock and 
surplus. Total assets exceeded 
$285 million. 

While the system’s large con- 
struction program has required 
seme $110 million in the past three 
years, with $40 million spent in 
1950 alone, continued demands for 
power indicate that further large 
construction outlays will be neces- 
sary in the next several years, 
hence the management’s conserva- 
tive dividend policy. Payments 
currently are at the rate of 32¢ 
quarterly, equivalent to $1.28 a 
share annually or a pay-out of only 
about 54%, considering that earn- 
ings in 1951 should be in the 
neighborhood of last year’s $2.40 
a share. Hence the management’s 
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unusual step recently in asking 
stockholders for their opinions as 
to what the dividend rate should 
be, whether the rate should be in- 
crease, enhancing future financing 
needs, or whether a substantial 
portion of earnings should be 
plowed back into the business, 
minimizing financing needs for ex- 
pansion. 

There are many favorable fac- 
tors in the company’s outlook pic- 
ture. One is the steady growth of 
the territory it serves. Another, 
that since it operates exclusively 
in Texas, it is not subject to SEC 
or Federal Power Commission 
regulations, and there is no com- 
mission regulating electric rates 
in .Texas. Thus the company 
should be able to earn quite a sat- 
isfactory rate on its plant invest- 
ment. 

On the other hand, while most 
of future financing will probably 
consist of subsidiary bonds and 
preferred stocks plus retainéd 
earnings, the parent company will 
likely have to sell moderate 
amounts of common stock to main- 
tain proper capitalization ratios 
for common stock and surplus. 
Still, unless tax impacts become 
too onerous, common stock earn- 
ings should show further improve- 
ment in the years ahead. 

The seven largest cities served 
by the system are Dallas, Fort 
Worth, Waco, Wichita Falls, Ty- 
ler, Odessa and Temple. Their 
combined population since 1940 
has increased over 50%. Over the 
same period, customers of the 
system have almost doubled and 
operating revenues have increased 
from $27 million to $67 millio» 





Can Africa Replace Asia as a 
Source of Raw Materials? 





(Continued from page 353) 


in this country and was recently 
visiting here. In Nigeria, the first 
parliamentary elections will be 
held this fall, and from all indi- 
cations the local “independence” 
party headed by Dr. Azikwe is 
bound to win. But the Nigerians 
are racially, linquistically, and re- 
ligiously sharply divided into very 
distinct groups highly suspicious 
of each other, and a full inde- 
pendence would unquestionably 
bring, as in India, a political frag- 
mentation of the country with 
economic losses for all. 

In this situation, the position 
of the American is doubly diffi- 
cult. Although capital is badly 
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Aarnings at $16,689,145 
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Looks like the smokers 
does know the difference... 


There is no better index to product superiority than public 

acceptance—and soaring sales. More eloquently than 

any words, the PHILIP MORRIS sales record proves 

one simple fact: The smoker does know the difference. 
For the complete 1951 PHILIP MORRIS ANNUAL 


REPORT write to PHILIP MORRIS & CO., LTD., 
INC., Dept. J, 100 Park Ave., New York 17,N. Y. 
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THE 
FIRST NATIONAL 
BANK OF CHICAGO 


as 
Transfer Agent 





es 
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INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


announces the appointment of 


THE CONTINENTAL ILLINOIS 


TRUST COMPANY OF CHICAGO 


in connection with the listing of the Corporation’s 
Common Stock and 4% Cumulative Preferred Stock 


on the 


MIDWEST STOCK EXCHANGE 


NATIONAL BANK & 


as 
Registrar 




















PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 142 


The Board of Directors on June 13, 
1951, declared a cash dividend for the 
second quarter of the year of 50 cents 
per share upon the Company's Common 
Capital Stock. This dividend will be 
paid by check on July 16, 1951, to 
common stockholders of record at the 
close of business on June 29, 1951. 


The Transfer Books will not be closed. 
E. J. Becxert, Treasurer 


San Francisco, California 














SAFEWAY STORES 


INCORPORATED 





Preferred and Common 
Stock Dividends 


The Board of Directors 
of Safeway Stores, Incor- 
porated, on June 7,1951, 
declared quarterly divi- 
dends on the Company’s 
$5.00 par value Common Stock and 
4% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 60¢ per share, 
and is payable July 1, 1951 to stock- 
holders of record at the close of 
business June 19, 1951. 

The Dividend on the 4% Preferred 
Stock is at the rate of $1.00 per 
share and is payable July 1, 1951 to 
stockholders of record at the close 
of business June 19, 1951. 


MILTON L. SELBY, Secretary. 
June 7, 1951. 
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“Call jor 
PHILIP MORRIS” 






New York, N. Y. 
June 20, 1951. 


Philip Morris & Co. tid., tne. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock. 4% Series, and the regu- 
lar quarterly dividend of $0.975 per 
share on the Cumulative Preferred 
Stock, 3.90% Series, has been declared 
payable August 1, 1951 to holders of 
record at the close of business on July 
16. 1951. 

There has also been declared a regu- 
lar quarterly dividend of $0.75 per 
share on the Common Stock of the 
Company ($5 Par), payable July 16, 
1951 to holders of Common Stock of 
record at the close of business on 
July 2, 1951. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of 
the par value of $10. 





L. G. HANSON, Treasurer. 











needed, the colonial officials 
as the French in Morocco, 
that the U. S. may get an 
nomic hold on the country. 
Point Four Program and 
various ECA missions are dis- 
trusted by local financiers and 
land owners as being too much 
interested in social changes and 


land reform. If we cooperate with 
colonial governments, then the 
young nationals are quick to ac- 
cuse us of being the stooges of 
colonialism. 

The political situation in Africa 
is unlikely to get better. On the 
contrary it is bound to get worse 
as the population pressure in- 
creases. During the next ten 
years, Africa’s population will be 
augmented by about 25 million. 
Today, according to the UNESCO 
report, it is around 200 million 
as compared with 135 million in 
1920. The mounting population 
will need land to produce food. 
Unless the Free World teaches 
the African how to increase his 
crop yields, unless it provides ‘him 
with better tools, builds dams and 
other water conservation projects 
for him, there is danger that the 
natives in such countries as the 
Gold Coast, Nigeria, and Kenya, 
where some areas are already 
overpopulated, will go over to 
radicalism. 

As for the future, the situation 
is most promising where depend- 
able rainfall assures plentiful 
crops of native foodstuffs, pea- 
nuts, beans, oil-producing palms, 
and other products. In this group 
can be included Tanganyika, 
French Equatorial Africa, An- 
gola, and above all the Belgian 
Congo, which is an empire in 
itself. 

While the natural resources in 
the Cameroons, Ubangi, Gaboon 
and Middle Congo have been bare- 
ly scratched, the Belgian Congo 
has been a big dollar earner and 
the recipient of the bulk of capital 
that has gone to Africa in recent 
years (with the exception of Mo- 
rocco and the Union of South 
Africa). Its mineral products are 
little short of fabulous, ranging 
from uranium, copper and gold, to 
diamonds and cobalt. And there is 
coal and enormous water power 
resources. Unlike the British, the 
Belgians believe that self-govern- 
ment may be dangerous without 
corresponding economic progress. 
They have been training the na- 
tives in various occupations, but 
until recently, have been slow in 
encouraging high school or col- 
lege education. 


The only hitch in the Belgian 
Congo is the labor shortage. The 
Belgians tried to move popula- 
tions to various areas drawing 
largely on the overpopulated 
Ruanda-Urundi district. But their 
experiments in solving labor prob- 
lems have not been very encour- 
aging. 
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UTAH 
POWER & 
LIGHT CO. 





an 


A GROWING COMPANY 








IN A GROWING WEST 
Serving in Utah, idaho, Wyoming, Colorado 








ROYAL TYPEWRITER 
Company, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending July 31, 1951, has been 
declared payable July 16, 1951 on 
the outstanding preferred stock of 
the Company to holders of pre- 
ferred stock of record at the close 
of business on June 28, 1951. 

A dividend of 50¢ per share has 
been declared payable July 16, 
1951, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to hold- 
ers of common stock of record at 
the close of business on June 28, 
1951. 


ar - D. H. COLLINS 


Secretary 
—— RTYAL—— 


POC - 


AMERICAN GAR AND 
FOUNDRY COMPANY 


30 CHurcH STREET 
New York 8.N. Y. 


dividend has been 











The following 

declared: 
Common Capital Stock 
Two dollars ($2.00) per share 
payable July 16, 1951, to the 


holders of record at the close 
of business July 3, 1951. 








Transfer books will not be closed. 
Checks will be mailed by Guaranty 
Trust Company of New York. 

C. ALLAN Fes, Secretary 


June 21, 1951 
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For Profit and Income 





(Continued from page 365) 


moderate paring of earnings un- 
der coming higher taxes, includ- 
ing EPT. Beneficial Loan earned 
$3.08 a share in 1950, a new peak; 
and paid $1.75 in dividends, in- 
cluding 25 cents in two extras. 
Dividends, usually liberal in rela- 
tion to earnings, have been paid 
each year since the company’s 
formation, in a merger, in 1929. 
Despite the tax outlook, which the 
management must be presumed to 
have weighed with reasonable con- 
servatism, the stock has now been 
placed on a regular $2 annual 
dividend basis. Thus, it provides 
an apparently secure yield of close 
to 7.7% at the current price of 
261%. 





Soft Spots Showing Up 
In Various Industries 





(Continued from page 345) 


in some localities; brewing and 
distilling will be hurt by still 
higher excise taxes; jewelry pro- 
duction may be cut by allocations 
of all metals before the end of 
the year; makers of shoes and 
handbags find it hard to book new 
orders when so much of the new 
product is still unsold, and unpaid 
for also. And there is unemploy- 
ment in the coal fields due to lack 
of demand for coal. 





The Effect of High Taxes 
on Corporate Earnings 





(Continued from page 347) 
measurably higher. Altogether, 
the effective tax rate would have 
risen to 64% from about 47%, 
and per share net would have been 
reduced to $8.28 fro $12.68. 

A company in an outstandingly 
favorable EPT position is Pacific 
Mills. It paid no excess profits 
taxes last year, and is not likely 
to pay any this year unless there 
is a considerable earnings spurt. 
The company states that it could 
make about $9 a share before EPT 
would become effective, and we 
presume this figure to be after 
regular income and surtaxes, con- 
sidering the exceptionally high 
average earnings in the base peri- 
od and the fact that no EPT 
liability was incurred last year 
on a pre-tax income of $10.9 mil- 


THE 


lion. If so, this figure points to an 
EPT credit somewhere around $15 
million, $4 million more than 1950 
earnings before taxes. With no 
EPT liability and with income sub- 
ject only to the proposed 52% 
straight corporate income tax rate 
per share net last year would have 
declined moderately to $5.17 from 
the $6.39 figure actually reported. 

In similar fashion, we have cal- 
culated the impact which the pro- 
posed new tax rates would have 
had on last year’s income of a 
number of other companies. The 
statistical data furnished in our 
table are largely self-explanatory 
but subject to the reservations 
already made as to their signifi- 
cance. In all but one case, declin- 
ing earnings have naturally re- 
sulted. 

As to 1951 profits, other fac- 
tors naturally also enter the pic- 
ture such as changes in sales vol- 
ume, in profit margins, possible 
interruption in operations due to 
materials shortages or production 
shifts etc. Hence the tax angle 
is, in many cases, only one though 
probably the most important one 
in the future earnings picture. 
Final enactment of the new tax 
bill will further clarify this par- 
ticular aspect. 





IF AND WHEN THE MARKET TURNS 
Be Prepared for Quick Action 
To Protect Your Profits 
You need the new JULY issue of 
GRAPHIC STOCKS 
Now Containing OVER 


1001 CHARTS 


These give you the complete history of 
virtually every stock actively traded on 
the New York Stock Exchange and New 
York Curb, for over 11 years to July 1, 1951. 


Shown are: 
e Monthly Highs and Lows 
e Annual Earnings 
e Annual Dividends 
e Latest Capitalizations 
e Monthly Volume of Shares 
e Stock Splits—Mergers—etc. 


(See charts on pages 254, 255, 256) 


ALSO — 48 Group Averages printed on 
transparent paper, and the three Dow- 
Jones Averages from 1927. 


GRAPHIC STOCKS 


The amazing book of stock charts, will 
help you make quick and profitable 
decisions. 


This Spiral Bound book, 81/7 x 11 inches, 
will be off the press about July 10. 


SEND YOUR ORDER TODAY 
to insure prompt delivery 


SINGHERCORY 5.25.2 ccceencn ses $10.00 
Yearly (6 Revised Issues)................ 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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Private First Class Melvin Brown, of Mahaffey, Pennsylvania—Medal of Honor 
for valor in action near Kasan, Korea, September 4, 1950. Stubbornly holding 
an advanced position atop a wall, Pfc. Brown stood off attacking North Koreans 
until all his rifle ammunition and grenades were gone. When last seen he was 
= still fighting— with only an entrenching shovel for a weapon—rather than give 
Beas up an inch of ground. 
a Never forget the devotion of Melvin Brown! 

Now, this very day, you can help make safer the land he served so far “above 
and beyond the call of duty.” Whoever you are, wherever you are, you can 
begin buying more... and more... and more United States Defense* Bonds. 
For every time you buy a bond you're helping keep solid and stable and strong 
the country for which Private Brown gave everything he had. 

And remember that strength for America can mean peace for America—so 
that boys like Melvin Brown may never have to fight again. 

For the sake of Private Melvin Brown and all our servicemen—for your own 
sa boy—buy more United States Defense Bonds now. Defense is your job, too! 
ie Remember that when you’re buying bonds = own automatically goes on earning inter- 

for national defense, you’re also building a est for 20 years from date of purchase in- 
m personal reserve of cash savings. So go to _ stead of 10 years as before. This means, for 
your company’s pay office—now—and sign _ example, that a Bond you bought for $18.75 
up to buy Defense Bonds through the Pay- can return you not just $25 but as much as 
0 roll Savings Plan. Don’t forget that now $33.33! For your country’s security, and 
0 every United States Series E Bond you — your own, buy U. S. Defense Bonds now! 
e 
7 *0,,S. Savings Bonds are Defense Bonds - Buy them regularly! 
5 
The U. S. Government does not pay for this advertisement. It is donated by this publication 
— in cooperation with the Advertising Council and the Magazine Publishers of America as 





a public service. 





YOUR INVESTMENT POLICY TODAY 


Must be SELECTIVE and FLEXIBLE 


A about us there are changes underway. 
Our defense spending is at last reaching 
a billion dollars a week pace. Companies are 
shifting production schedules — emphasis 
heing placed on new products, processes and 
materials. Our government, too, is altering its 
military, political and economic programs in- 
eluding our tax structure. 

Yet, there are some investors, who follow 
a STATIC investment policy today, in spite of 
the DYNAMIC shifts evident on every hand. 
As well as, less obvious, yet important busi- 
ness economic alterations developing under 
the surface of daily events. 


TIME FOR DECISIVE AND INTELLIGENT ACTION 


The present—NOW-represents a_ particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


tots te hes 








MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the 
initiative in advising you when any changes 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street 


New York 4, N. Y. 








